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Financial Summary 


Statement of income data 
Net sales 

Gross loss 

Operating loss 

Net loss attributable to AAM 
Diluted loss per share 
Balance sheet data 

Cash and cash equivalents 
Total assets 

Total long-term debt 

AAM Stockholders’ deficit 
Statement of cash flows data 


2009 


2008 


(in millions, except per share data) 


$ 1,521.6 
(31.1 
(203.8 
(253.1 

$ (4.81 


$ 178.1 
1,986.8 
1,071.4 

(560.2) 


Cash provided by (used in) operating activities $ 15.9 


Capital expenditures 


141.5 


$ 2,109.2 
(865.2) 
(1,050.6) 
(1,224.3) 

$ (23.73) 

$ 198.8 
2,247.7 
1,139.9 
(435.7) 


$ (163.1) 
140.2 
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Driving Performance 


Driving Performance is how AAM continues to distinguish and differentiate 


itself on a global scale within the automotive industry. We are achieving world- 


class quality, warranty, delivery and launch performance while advancing 


technology and diversifying our customer base, product portfolio and global 


footprint. Our uncompromising standards of operational excellence are the 


ey to building on the value AAM has created, delivered and preserved over 
many years. Building value for our stockholders and other key stakeholders 


continues to be our focus for the future. 


from left to right: 
David C. Dauch, President & Chief Operating Officer 
Michael K. Simonte, Executive Vice President-Finance & 
Chief Financial Officer 
Patrick S. Lancaster, Executive Vice President, 
Chief Administrative Officer & Secretary 
Richard E. Dauch, Co-Founder, Chairman of the Board & 
Chief Executive Officer 
John J. Bellanti, Executive Vice President, 
Worldwide Operations 


below: 

AAM's first 
all-wheel-drive 
(AWD) system - 
including power 
transfer units 
(PTUs), three- 
piece driveshafts 
and rear drive 
modules (RDMs) 
is featured on 
the 2010 AWD 
Cadillac SRX 
luxury crossover. 


LETTER TO OUR STOCKHOLDERS 


In last year’s annual report, we described 2008 as “the most 
difficult and demanding year” in the history of American Axle & 
Manufacturing (AAM). Little could we have imagined that just 12 
months later we would be looking back on a year that was even 
more challenging. 2009 brought an economic adjustment whose 


impact continues to be felt globally, nationally, industry-wide 


and throughout AAM. We witnessed the historic bankruptcies 
of two of the three major U.S. OEMs, and the bankruptcies and 


liquidations of hundreds of automotive suppliers. 


As difficult and punishing as 2009 was, by year’s end there 
were definite signs of recovery and hope for the global 
economy, the automotive industry and AAM. General Motors 
(GM) and Chrysler received lifelines from the U.S. Government 
and returned to operation after successfully emerging from 
bankruptcy reorganization. AAM fought its way through these 
difficulties as we worked to preserve value for our stockholders 
and other stakeholders. Through a series of extremely difficult 
but necessary actions, we positioned AAM to begin its business 
recovery process. AAM secured a number of major commercial 
agreements and financial arrangements that allowed us to 
complete our critical Restructure, Resize and Profit Recovery 


(RRR) business plan. 


AAM returned to profitability in the third quarter of 2009! This 
was a key goal for the year and a positive turning point for 
AAM. We are now focused on continued profitability and a 
return to positive free cash flow generation while looking ahead 
to our mid-range and long-range objectives of diversifying and 
profitably growing the business. Our company is intensely 


focused on “Driving Performance.” AAM is projecting sales to 


nearly double from $1.5 billion in 2009 to approximately $3.0 
billion by 2013. This sales projection is based on the anticipated 


launch schedule for AAM’s new and incremental business 


backlog and the assumption that the U.S. Seasonally Adjusted 
Annualized Rate (SAAR) of sales will grow from approximately 
10.4 million vehicles in 2009 to a range of 13 to 14 million 
vehicles by 2013. 


Unprecedented Turmoil in the North 
American Auto Industry 

The global recession that stretched from the end of 2007 

to the end of 2009 caused one of the most difficult market 

and economic upheavals America has seen since the Great 
Depression (1930s). As a result of this prolonged recession, the 
North American automotive industry experienced an implosion 
that spanned 2008 and 2009. 


The U.S. SAAR dropped from 16.2 million units in 2007 to 

13.2 million units in 2008 to 10.4 million units in 2009. North 
American light vehicle production was down approximately 36 
percent on a year-over-year basis in 2009! GM, Chrysler and 
Ford Motor Company saw their combined market share fall from 
48 percent in 2008 to 44 percent in 2009. 


The turmoil within the industry and consumers’ concerns about 
the economy led the way to the unprecedented bankruptcies 
of Chrysler on April 30, 2009 and GM on June 1, 2009. Many 
automotive suppliers, both large and small, were forced into 
Chapter 11 bankruptcy at the rate of one or more per week, 
while some were simply liquidated and vanished. Also, G 


and Chrysler eliminated two thousand of their auto dealerships. 


Compounding these difficult operating environments, GM and 


Chrysler each implemented an unplanned extended summer 
shutdown. The extended summer shutdowns and inventory 
correction programs at GM and Chrysler essentially halted 


AAM’s North American operations from May through July 


2009. In addition, the delayed model build out and new model 
year launches of our key customers further exacerbated an 
already difficult operating environment. These unprecedented 
circumstances resulted in a rapid, major reduction in orders for 
our products. This caused AAM sales to plummet from $2.1 
billion in 2008 to $1.5 billion in 2009, a 28 percent reduction. 


This sudden and major loss in revenue and profits for AAM, 
combined with a huge cash runoff, triggered an acceleration of 
cash-out obligations for United Auto Workers (UAW) represented 
associates at certain of AAM’s U.S. manufacturing facilities. 

As a result, AAM’s balance sheet and liquidity position rapidly 
deteriorated, causing us to initiate discussions with certain of our 


stakeholders about our business going forward. 


Preservation of Value — The Right Choice 
for AAM 

With critical events unfolding rapidly, AAM’s management team 
needed to take action quickly to protect the viability, sustainability 
and overall future of our business. With “preservation of value” 
as the major objective, our senior management team, with the 
support of AAM’s Board of Directors, customers, financing 
institutions and other creditors, made the crucial decision to take 
the necessary steps to complete our restructuring outside of the 


bankruptcy process. 


On September 16, 2009, with the best interests of all 
stakeholders of the company in mind, AAM entered into 

a number of major commercial agreements and financial 
arrangements with GM and our lenders. Through these 
agreements, AAM solidified our liquidity position and gained 
access to approximately $300 million of new liquidity to meet our 
ongoing needs over the next 18 to 24 months. These agreements 
also provided AAM with long-term contract clarity on a global 
scale and allowed us to secure our commercial relationship with 


our largest customer for the next decade. 


As a result of these combined actions, AAM’s management 
team accomplished several critical objectives. Our company 
avoided the unnecessary cost, disruption and value destruction 
that would have resulted from undergoing the bankruptcy 
process. We preserved the significant value inherent in AAM's 
unparalleled manufacturing and engineering expertise and 


operating excellence. These agreements also enabled us to 
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preserve over $1.0 billion of enterprise value for AAM’s many 
key stakeholders. AAM’s management team and Board of 
Directors retain exclusive, autonomous control of AAM. No 
changes have been made to AAM’s management or Board 
governance structure as a result of these agreements. This 
will enable AAM to continue to focus on product, process and 
systems technology advancement, while continuing to expand 


our new business backlog. 


Restructure, Resize and Profit 

Recovery Plan 

In 2009, AAM successfully completed the comprehensive, 
multi-year plan to transition our business to meet current and 
projected levels of customer demand and market requirements. 
This plan included workforce reductions, capacity rationalization 
actions, working capital initiatives, operational improvements 
and SG&A reductions, along with localization and globalization of 


manufacturing, engineering and supply. 


To best serve our market and customers globally, AAM 

adjusted capacity throughout the world. This included idling, 
consolidating, transferring and, in some cases, closing 
production capacity. In all, we reduced AAM’s production 
capacity by 80 percent in the U.S. while more than doubling our 
installed capacity in our manufacturing facilities outside of the 
U.S. We also made the difficult decision to resize our workforce. 
This process resulted in the reduction of 4,500 AAM positions 
over the past two years — 3,500 unionized production workers 
and 1,000 salaried positions. This was done in order to align the 


workforce to the new business conditions and market demand. 


AAM’s RRR plan initiated actions to reduce our fixed operating 
costs by more than 50 percent since 2007. It also helped AAM 
achieve another crucial business objective for the year and a 
company milestone — we slashed our operating breakeven level 
from 14,000 axles per day to 6,000 axles per day. This 

is equivalent to a U.S. SAAR of approximately 10 million 


vehicle units. 


AAM’s major RRR initiatives resulted in significant, permanent 
and structural cost reductions that have contributed to our return 
to profitability. The second half of 2009 was a turning point for 
AAM, with both the third and fourth quarters being profitable. 


AAM’s $1.0 billion* 
new and incremental 
business backlog 
will re-shape AAM’s 
product portfolio and 
geographic presence. 


Backlog Sales by 
Vehicle Segment 


Commercial Metal 
Vehicle Forming 
8.2% 0.4% 


Backlog Sales by 
Manufacturing Location 


ag 
Thailand Europe 
3.4% 4.3% 
India 
2.9% 


*as of February 5, 2010 


To accelerate the improvement of our capital structure, AAM 
entered the credit and equity markets in December 2009 and 
successfully refinanced approximately $725 million of debt and 
sold 16.1 million shares of our publicly traded stock with net 
proceeds of approximately $110 million. The equity and debt 
refinancing transactions extend the maturities of certain debt 
obligations while improving our overall liquidity position. Our 
first significant debt maturity is in 2013. Most importantly, this 
solidifies AAM’s financial sustainability and positions AAM to 


grow into our capital structure and reduce our leverage. 


With our comprehensive, multi-year restructuring complete, 
AAM can continue to emphasize our outstanding track record 
of operational excellence and product advancements. We will 
do this while focusing on accelerating progress on two critical 
business objectives—strengthening our balance sheet and 


diversifying and profitably growing our global business. 


Our New and Incremental 

Business Backlog 

AAM continues to differentiate itself in ways that are helping 
to expand our business backlog. More than ever in the history 
of AAM, our leading-edge product technology is creating 


business opportunities. 


Our ability to meet market competitive global requirements in 
key areas — quality, manufacturing, engineering, sourcing, cost 
structure, logistics and operational flexibility — is attracting new 
business and new customers. Our efforts have earned us a new 
and incremental business backlog totaling approximately $1.0 
billion for programs launching in the years 2010-2014. Nearly 
50 percent of this new business backlog is for passenger cars 
and crossover vehicles with our exciting new product technology. 
Approximately 70 percent of our new business backlog is for end 


markets outside of the United States. 


Calendar year 2010 marks the largest single year of sales launch 
in our $1.0 billion new and incremental business backlog. Many 


of these new programs launched in the second half of 2009 and 


will reach full production rates in 2010. We estimate these new 


business launches, two-thirds of which are non-GM programs, 


ll result in approximately $300 million of sales, as we grow our 


WI 


revenue in 2010. 


AAM Expands Operations in Growth Markets 
Around the Globe 

To optimize AAM’s regional cost competitiveness in global growth 
markets, AAM’s manufacturing footprint continues to expand. 
AAM now has 22 plants and 11 technical and business centers 
in 13 countries on four continents. A number of the 28 new 
product, process or facility launches scheduled in 2010 are 


\" 


“global” in nature. For example, AAM products for a future, all- 
new midsize global light truck program for GM will be produced 
at our manufacturing facilities on three continents—Asia, North 


America and South America. 


North America — AAM continues to invest in our market cost 
competitive locations in the U.S., such as our Three Rivers 
Manufacturing Facility (TRMF) which launched new business 

for Mack Trucks, Inc. in 2009. We continued to expand our 
Metal Formed Products business in the U.S., which now 
includes our Oxford Forge, DieTronik, AccuGear, MSP and Colfor 
operations. Additional investment in North America includes the 
further expansion of our Rochester Hills, Michigan Technical 
Center and the establishment of a new regional manufacturing 
facility in Lancaster, Pennsylvania to support our commercial 


vehicle business. 


Driveline products supporting the next-generation full-size heavy 
duty truck from GM are set to launch in 2010 at TRMF and 

our Guanajuato Manufacturing Complex (GMC) in Mexico, with 
support from other AAM locations. Our Mexico operations will 
also launch driveline products for a full-size van application for 


our newest driveline customer, Nissan. 


South America — AAM’s Araucaria Manufacturing Facility in 
Brazil has evolved from a machined components operation to 

a full driveline system provider. After a successful launch of 
AAM's first fully-designed cross groove style constant velocity 
joints (CVJs) for passenger car driveshafts in 2009, the facility 
successfully launched driveline products supporting a new global 


light truck program for Volkswagen AG. 


Europe — AAM is in the process of moving its European 
headquarters from Bad Homburg, Germany to Swidnica, Poland. 
In 2010, the Swidnica facility will begin production of the next 
generation of transmission differentials that we are currently 


manufacturing for Volkswagen’s premier division, Audi AG. 


In the United Kingdom, we continue to rationalize AAM’s Albion 
Automotive subsidiary. The Glasgow, Scotland location has been 
right-sized into a regional assembly and limited component 


manufacturing facility. 


Asia — AAM’s joint venture in Hefei, China is off to a successful 
start. After operating profitably in 2009, the Hefei-AAM 
Manufacturing Facility is now exploring growth opportunities for 
the expanding China market. During 2009, AAM’s Changshu 
Manufacturing Facility added gear and component machining 
capabilities to support customer programs that diversify our 
customer base and product portfolio. In mid-2010, construction 
of AAM's facility in Rayong, Thailand will restart to prepare for 


the 2011 launch of components for a future, all-new midsize 


global light truck program from GM. 


India — AAM continues to earn and seek new business with 
OEMs in India, including Tata Motors, Mahindra Navistar 
Automotives Ltd. (MNAL), Ashok Leyland, Daimler Truck and 
others, as we develop a reliable regional supply base. AAM’s 
manufacturing facility in Pantnagar, India is currently in full 
launch execution mode, providing axles to support multiple light 
commercial vehicle programs for Tata Motors and their Tata 
Ace trucks. The construction of our Pune plant will soon be 
completed in preparation for a commercial vehicle axle program 
for MNAL that will launch in the second quarter of 2010. 


AAM’s Product Portfolio Meets the Needs 

of the World Market 

Supplying a steady stream of new products to meet today’s 
global automotive market requirements is allowing AAM to 
secure new business and new customers throughout the world. 
AAM is continually expanding, diversifying and modernizing our 
world-class product portfolio. Today, we offer driveline and other 
drivetrain product applications for passenger cars, crossover 
vehicles, light trucks and SUVs, as well as a range of commercial 


vehicles through Classes 4-8. 


right: 

AAM rear beam axles, manufactured at our 
Araucaria, Brazil facility, contribute to the 
reliable all-terrain performance of Volkswagen 
AG’s new Amarok pickup for the global market. 
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In 2009, AAM successfully launched product technology 
applications that included independent rear drive axles (IRDAs) 
for the iconic Chevrolet Camaro, a program that gained us 
re-entry into the U.S. passenger car market. We also launched 
the first full application of the AAM AWD system for the high- 
volume crossover Cadillac SRX program. This includes AAM 
PTUs, three-piece driveshafts and RD 


we supply for Mack Trucks, Inc. represents both a new customer 


s. The tandem drive axle 


and our entry into the North American commercial vehicle 
market. For the light commercial markets in India and South 
America, we launched AAM’s new banjo design rear axles for 
Tata and MNAL. AAM electronic differentials, a recent addition 
to our product portfolio, currently provide a solid foundation for 


our business strategy expansions in Central and Eastern Europe. 


Technology Innovations in Sync with 

Green Initiatives 

The “push to green” in the auto industry has never been greater 
than it is today. OEMs are rapidly and radically changing their 
long-range product plans to meet new U.S. Corporate Average 
Fuel Economy (CAFE) standards proposed in 2009, which 
become effective by 2016. All of this is being done to accelerate 
reductions in greenhouse-gas emissions and improve fuel 


economy and efficiencies. 


Minimizing our impact 
on the environment 
is a top priority at 
AAM. Our proactive 
environmental efforts 
are coupled with our 
proprietary drivetrain 
technologies. 
EcoTrac™ — AAM's 
green brand, 
encompasses our 
environmental 
projects, technologies 
and manufacturing 
advancements 

that result in 
environmental and 
efficiency gains. It 
includes AAM’s AWD 
system engineered 
for optimized fuel 
economy and our 
multiple initiatives in 
designing, engineering 
and manufacturing 
efficient axle 
technology. 


above: 

AAM's supply of 
the tandem drive 
axle for Mack 
Trucks, Inc. marks 
our entry into the 
North American 
commercial 
vehicle market. 


AAM has long been committed to the development of high- 
performance engineered products that focus on fuel economy, 
emissions reduction and environmental improvements. Many 
of the products we are launching currently have been designed 
with these requirements in mind. In addition, AAM is currently 


conducting customer demonstrations internationally featuring 


AWD technology that will significantly improve vehicle 


fuel economy. 


As the auto industry undergoes an “electrification” process, 
OEMs are working to bring gas-electric hybrids and electric 


vehicles to market. AAM is developing a family of electronically 


driven driveline systems for this growth-oriented and expanding 


vehicle segment. 


Driving Performance, Building Value 

We greatly appreciate the support, confidence and consideration 
AAM received from our stockholders and other key stakeholders 
in 2009 as we finalized the commercial agreements and 
financing arrangements that helped us preserve value in our 
company. Our senior management thanks all associates for their 
assistance in helping AAM make it through this most difficult 
and challenging period. Their efforts enabled our organization 

to achieve significant structural cost savings and a critical 


improvement in liquidity. 


For his many years of service and dedication, we thank 
Yogendra N. Rahangdale, AAM’s Vice Chairman and Chief 
Technology Officer, and congratulate him on his retirement. AAM 
also thanks outgoing Board of Directors member John A. Casesa 
for his contributions. We welcome new Board members Salvatore 
J. Bonanno, Sr. and David C. Dauch, AAM’s President & Chief 
Operating Officer. 


As AAM moves ahead, our sights are set firmly on the future. 
We will continue to have a healthy respect for the past. Through 
our commitment to “Driving Performance,” we are focused on 
managing the things we can control. We will drive operational 
performance, excellence and new product creativity — all 
signature AAM traits that have served us well in differentiating 
our company from the competition. “Driving Performance” to 
generate positive free cash flow and strengthen our balance 
sheet and capital structure is a critical priority as we build value 


for our many stockholders and stakeholders. 


AAM is a dynamic, driven and competitive company. The current 
global market will sustain a finite number of OEMs and Tier One 
automotive suppliers. We are committed to being at the forefront 
of the world’s driveline and drivetrain suppliers. Our company is 
now reorganized, restructured, reenergized and fully prepared 

to capitalize on global market opportunities. The plan to return 
AAM to viability, profitability and sustainability is in motion and 
off to a solid start. Our passion for excellence, desire to win and 
sense of urgency burn as brightly today as they did on March 1, 


1994. We are focused on the future! 


eeB eNO 


Richard E. Dauch 
Co-Founder, Chairman of the Board & Chief Executive Officer 
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PART I 


ITEM 1. BUSINESS 


As used in this report, except as otherwise indicated in information incorporated by reference, references 
99 ee 99 66 


to “our Company,” “we,” “our,” “us” or “AAM” mean American Axle & Manufacturing Holdings, Inc. 
(Holdings) and its subsidiaries and predecessors, collectively. 


(a) General Development of Business 


Holdings, a Delaware corporation, is a successor to American Axle & Manufacturing of Michigan, Inc., a 
Michigan corporation, pursuant to a migratory merger between these entities in 1999. 


In 2008, and continuing in 2009, the domestic automotive industry experienced a severe downturn. The 
collapse of the U.S. housing market, the global financial crisis, a lack of available consumer credit and 
financing options, rising unemployment, exceptionally low consumer confidence and wildly fluctuating fuel 
and commodity prices, among other factors, resulted in a sudden and major drop in industry production and 
sales volumes. These difficult market conditions exacerbated the financial pressure on the entire domestic 
automotive industry, and especially the domestic original equipment manufacturers (OEMs), resulting in the 
unprecedented bankruptcy filings by General Motors and Chrysler. The U.S. seasonally adjusted annual rate of 
sales (SAAR) declined from 16.1 million units in 2007 to 13.2 million in 2008 and 10.4 million in 2009 — 
the lowest U.S. domestic auto industry selling rate in over 25 years. 


As part of the restructuring activities by our largest customers, GM implemented an extended summer 
production shutdown in the second and third quarters of 2009 for many of their facilities we support and 
Chrysler temporarily idled its manufacturing operations through its exit from bankruptcy. 


On September 16, 2009, AAM and GM entered into a settlement and commercial agreement (2009 
Settlement and Commercial Agreement). As part of the 2009 Settlement and Commercial Agreement we 
received $110.0 million from GM for cure costs associated with contracts assumed and/or terminated during 
GM’s chapter 11 bankruptcy proceedings and resolved certain commercial and financial obligations then 
outstanding between AAM and GM, which resulted in, among other things, AAM retaining all but one 
program that had previously been sourced to us and an adjustment of our installed capacity levels reserved for 
existing and awarded GM programs to reflect new estimates of market demand. Also, as part of this 
agreement, we entered into a $100.0 million second lien term loan facility with GM, issued 4.1 million 
warrants to GM to purchase AAM common stock, and expedited the payment terms on our receivables from 
GM from approximately 45 days to approximately 10 days in exchange for a 1% early payment discount. See 
Item 8, “Financial Statements and Supplementary Data — Note 2 — 2009 Settlement and Commercial 
Agreement” for more detail. 


In December 2009, we issued $425 million of senior secured notes due 2017 to refinance our senior 
secured term loan and a portion of our amended revolving credit facility and sold 16.1 million shares of AAM 
common stock for net proceeds of $109.7 million in order to further improve our liquidity. In addition, we 
entered into a Revolving Credit Amendment and Restatement Agreement which, among other things, extended 
the maturity date of $243.2 million of our amended revolving credit facility to June 30, 2013. See Item 8, 
“Financial Statements and Supplementary Data — Note 5 — Long-Term Debt and Lease Obligations” for 
more detail. 


(b) Financial Information About Segments 


See Item 8, “Financial Statements and Supplementary Data — Note 16 — Segment and Geographic 
Information” included in this report. 


(c) Narrative Description of Business 
Company Overview 


We are a Tier I supplier to the automotive industry. We manufacture, engineer, design and validate 
driveline and drivetrain systems and related components and chassis modules for light trucks, sport utility 
vehicles (SUVs), passenger cars, crossover vehicles and commercial vehicles. Driveline and drivetrain systems 
include components that transfer power from the transmission and deliver it to the drive wheels. Our driveline, 
drivetrain and related products include axles, chassis modules, driveshafts, power transfer units, transfer cases, 
chassis and steering components, driveheads, crankshafts, transmission parts and metal-formed products. 


We are the principal supplier of driveline components to GM for its rear-wheel drive (RWD) light trucks 
and SUVs manufactured in North America, supplying substantially all of GM’s rear axle and front four-wheel 
drive and all-wheel drive (4WD/AWD) axle requirements for these vehicle platforms. Sales to GM were 
approximately 78% of our total net sales in 2009, 74% in 2008 and 78% in 2007. 


We are the sole-source supplier to GM for certain axles and other driveline products for the life of each 
GM vehicle program which was previously covered by a Lifetime Program Contract (LPC). As part of the 
2009 Settlement and Commercial Agreement, GM terminated the existing LPCs and entered into new LPCs. 
Substantially all of our sales to GM are made pursuant to the new LPCs. The new LPCs have terms equal to 
the lives of the relevant vehicle programs or their respective derivatives, which typically run 6 to 10 years, and 
require us to remain competitive with respect to technology, design and quality. 


We are also the principal supplier of driveline system products for Chrysler’s heavy-duty Dodge Ram 
full-size pickup trucks (Dodge Ram program) and its derivatives. Sales to Chrysler were approximately 8% of 
our total net sales in 2009, 10% in 2008 and 12% in 2007. 


In addition to GM and Chrysler, we supply driveline systems and other related components to PACCAR 
Inc., Volkswagen, Harley-Davidson, Deere & Company, Tata Motors, Mack Truck, Ford Motor Company and 
other OEMs and Tier I supplier companies such as Hino Motors Ltd. and Jatco Ltd. Our net sales to 
customers other than GM and Chrysler were approximately 14% of sales in 2009 as compared to 16% in 2008 
and 10% in 2007. 


Our principal served market of $34 billion, as estimated based on information available at the end of 
2008, is the global driveline market, which consists of driveline, drivetrain and related components and chassis 
modules for light trucks, SUVs, passenger cars, crossover vehicles and commercial vehicles. 


The following chart sets forth the percentage of total revenues attributable to our products for the periods 
indicated: 
Year Ended December 31, 
2009 2008 2007 


Axlesand: driveshatts: «sc ¢-2 ek oa eee esl adin BR ea ees 75.4% 79.2% 84.4% 
Chassis components, forged products and other..................0.. 24.6% 20.8% 15.6% 


LOtal so Salve eeh aie BOS Oe nee PEWS eS eee sae a ee ee Be 100.0% 100.0% 100.0% 


Business Strategy 


We are focused on increasing our net sales, profitability and cash flow, and strengthening our balance 
sheet by providing exceptional value to our customers, capitalizing on our competitive strengths and 
continuing to diversify our customer, product, and geographic sales mix. In 2006, we initiated a Restructuring, 
Resizing, and Profit Recovery plan in order for us to achieve a cost structure in line with current and projected 
levels of customer demand and market requirements. The comprehensive, multi-year plan has proven 
successful, yielding significant, permanent structural cost reductions and driving our operating breakeven level 
down to a U.S. SAAR equivalent of approximately 10 million vehicle units. These actions position us to 
significantly improve profitability and free cash flow performance as global economic conditions improve. 
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While continuing to emphasize our outstanding track record of operational excellence, we are now 
focused on accelerating progress on two critical business objectives: profitable growth and business 
diversification. These critical business objectives include the following actions: 


Advancing the diversification and innovation of our product portfolio to increase our total global served 
market. 


¢ We have invested more than $830 million in research and development since 1994, resulting in the 
development of products with industry leading technology for driveline and drivetrain systems and 
related components for light trucks, SUVs, passenger cars, crossover vehicles, and commercial vehicles. 


We have accelerated the development and launch of products for passenger cars and crossover vehicles 
and the global light truck and commercial vehicle markets. As of February 5, 2010, we had 
approximately $1.0 billion of new and incremental business backlog launching from 2010 to 2014, of 
which approximately 45% relates to AWD and RWD applications for passenger cars and crossover 
vehicles and of which approximately 35% relates to driveline applications for the global non-U:S. light 
truck and commercial vehicle markets. 


Growing new customer relationships to continue the diversification of our customer base and product 
portfolio. 


¢ We have focused on generating profitable growth with new and existing global OEM customers, as well 
as commercial vehicle, off-road, and emerging market OEMs. As a result, new business launches in 
2010 and 2011 include business with Volkswagen, Audi, Nissan, Mack Truck, Tata Motors, Brilliance 
China Automotive Co., Ltd., Chery Automobile Co., Ltd., and Mahindra Navistar Automotives Ltd. 


¢ As of February 5, 2010, we are quoting on approximately $600 million in new business opportunities to 
continue the diversification and expansion of our customer base, product portfolio and global footprint. 


Increasing our exposure to global growth markets to support our customers’ global platforms and 
establish regional cost competitiveness. 


¢ We have more than doubled our global installed capacity to support current and future opportunities. 
Specific actions include expanding facilities in Mexico, Brazil, and Poland, increasing our investment 
in our China joint venture, and constructing new facilities in India and Thailand. 


¢ As of February 5, 2010, approximately 70% of our $1.0 billion of new and incremental business 
backlog launching from 2010 to 2014 is for end use markets outside of North America and 
approximately 80% has been sourced to our manufacturing facilities outside the U.S. 


Sustaining our operational excellence and focus on cost management to deliver exceptional value to our 
customers and enhance profitability. 


¢ Our focus on cost management has led to annual structural labor cost reductions in excess of 
$700 million due to our 2008 labor agreements at our original U.S. locations, reductions in our salaried 
workforce, and other labor, benefits, and selling, general and administrative spending cuts. 


Competition and Strengths 


We compete with a variety of independent suppliers and distributors, as well as with the in-house 
operations of certain OEMs. Our principal competitors include Dana Holding Corporation (Dana), Magna 
International Inc. (Magna), ZF Friedrichshafen AG (ZF Group) and the in-house operations of Chrysler and 
Ford. The sector is also attracting new competitors from Asia who are entering both of these product lines 
through acquisition of OEM non-core operations. 


With a focus on engineering and manufacturing, we support our business strategy and differentiate 
ourselves through the following strengths: 


¢ Outstanding long-term daily track records on quality, reliability, delivery, and launch performance — 
We reduced our discrepant parts per million (“PPM”) performance, as measured by our largest 
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customer, from 13,441 PPM in 1994 to 5 PPM as of December 2009. We also have a strong track 
record of successfully supporting new product, process and facility launches. 


¢ Demonstrated ability to achieve cost savings — We reduced fixed operating costs by more than 50% 
through our multi-year Restructuring, Resizing and Profit Recovery plan. In total, annual cost cuts 
(fixed and variable) exceeded $700 million. This has reduced our operating breakeven to a U.S. SAAR 
equivalent of approximately 10 million vehicle units. 


As a result of our 2008 labor agreements at our original U.S. locations, we converted the former fixed 
legacy labor cost structure to a highly flexible, competitive and variable cost structure. 


We continuously evaluate the need to rationalize excess capacity through consolidation, divesture, 
idling or closing facilities to maximize productivity and capacity utilization, and further minimize 
operating and overhead costs. 


¢ Cost competitive, operationally flexible global manufacturing, engineering and sourcing footprint — We 
have re-aligned our global installed capacity to increase exposure to global growth markets, support 
global product development initiatives and establish regional cost competitiveness. This includes having 
manufacturing facilities in the U.S., Mexico, Brazil, China, India, Thailand and Poland. 


All of our global facilities utilize the AAM Manufacturing System, a business philosophy focused on 
lean manufacturing designed to facilitate cost reductions, improve quality, reduce inventory and 
improve our operating flexibility. 


¢ A long-term commitment to develop highly engineered, innovative product, process and systems 
technology — We have global engineering capabilities with state of the art product and systems 
development and analysis tools. Our advanced product technology reduces the noise, vibration and 
harshness characteristics of our products while providing enhancements to our customers’ packaging, 
performance and handling, fuel efficiency and mass reduction initiatives. 


Industry Trends 


See Item 7, “Management’s Discussion and Analysis — Industry Trends.” 


Productive Materials 


We believe that we have adequate sources of supply of productive materials and components for our 
manufacturing needs. Most raw materials (such as steel) and semi-processed or finished items (such as 
castings) are available within the geographical regions of our operating facilities from qualified sources in 
quantities sufficient for our needs. As we expand our global manufacturing footprint, we will need to rely on 
suppliers in local markets that have not yet proven their ability to meet our requirements. We currently have 
contracts with our steel suppliers that ensure continuity of supply. We also have validations and testing 
capabilities that enable us to strategically utilize steel sources on a global basis. 


Research and Development (R&D) 


Since March 1, 1994, we have spent approximately $830 million in R&D focusing on new product, 
process and system technology development. We plan to continue to invest in the development of new 
products, processes and systems to improve efficiency and flexibility in our operations and continue to deliver 
innovative new products, chassis modules and integrated driveline systems to our customers. 


In 2009, R&D spending was $67.0 million as compared to $85.0 million in 2008 and $80.4 million in 
2007. The focus of this investment continues to be developing innovative driveline and drivetrain systems and 
related components for light trucks, passenger cars, SUVs, crossover vehicles and commercial vehicles in the 
global marketplace. Product development in this area includes power transfer units, transfer cases, driveline 
and transmission differentials, multi-piece driveshafts, constant velocity joints, torque transfer devices, chassis 
modules and front and rear drive axles. We continue to focus on electronic integration in our existing and 
future products to advance their performance. We also continue to support the development of hybrid and 
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electric vehicle systems. Special focus is also placed on the development of products and systems that provide 
our customers with efficiency and fuel economy advancements. Our efforts in these areas have resulted in the 
development of prototypes and various configurations of these driveline systems for several OEMs throughout 
the world. 


Backlog 


We typically enter into agreements with our customers to provide axles or other driveline or drivetrain 
products for the life of our customers’ vehicle programs. Our new and incremental business backlog includes 
formally awarded programs and incremental content and volume including customer requested engineering 
changes. Our backlog may be impacted by various assumptions, many of which are provided by our customers 
based on their long range production plans. These assumptions include future production volume estimates, 
changes in program launch timing and fluctuation in foreign currency exchange rates. 


Our new and incremental business backlog was approximately $1.0 billion at February 5, 2010. We 
expect to launch approximately $700 million of our new and incremental business backlog in the 2010, 2011 
and 2012 calendar years. The balance of the backlog is planned to launch in 2013 and 2014. Approximately 
45% of our new business backlog relates to RWD and AWD applications for passenger cars and crossover 
vehicles. Approximately 70% of our new business backlog will be for end use markets outside of North 
America and approximately 80% of our new business backlog has been sourced to our non-U.S. facilities. The 
portion of our backlog associated with GM is approximately $700 million. 


Patents and Trademarks 


We maintain and have pending various U.S. and foreign patents, trademarks and other rights to 
intellectual property relating to our business, which we believe are appropriate to protect our interest in 
existing products, new inventions, manufacturing processes and product developments. We do not believe that 
any single patent or trademark is material to our business nor would expiration or invalidity of any patent or 
trademark have a material adverse effect on our business or our ability to compete. 


Cyclicality and Seasonality 


Our operations are cyclical because they are directly related to worldwide automotive production, which 
is itself cyclical and dependent on general economic conditions and other factors. Our business is also 
moderately seasonal as our major OEM customers historically have a two-week shutdown of operations in 
July and an approximate one-week shutdown in December. In addition, our OEM customers have historically 
incurred lower production rates in the third quarter as model changes enter production. Accordingly, our third 
quarter and fourth quarter results may reflect these trends. 


The automotive industry’s cyclicality was exacerbated in 2009 by GM’s extended summer production 
shutdown and Chrysler’s temporary idling of its manufacturing operations during its bankruptcy. 


Environmental Matters 


We are subject to various federal, state, local and foreign environmental and occupational safety and 
health laws, regulations and ordinances, including those regulating air emissions, water discharge, waste 
management and environmental cleanup. We closely monitor our environmental conditions to ensure that we 
are in compliance with applicable laws, regulations and ordinances. We have made, and will continue to make, 
capital and other expenditures to comply with environmental requirements, including recurring administrative 
costs. Such expenditures were not significant in 2009, 2008 and 2007. 


Associates 


We employ approximately 6,500 associates, approximately 2,700 of which are employed in the 
U.S. Approximately 1,500 associates are represented by the United Automobile, Aerospace and Agricultural 
Implement Workers of America (UAW). Approximately 800 associates represented by the UAW at our original 
facilities in Michigan and New York are subject to a collective bargaining agreement that expires February 25, 
2012. An additional 700 associates at our Colfor Manufacturing, Inc. and MSP Industries Corporation 
subsidiaries are represented by the UAW under collective bargaining agreements that expire June 2, 2010 and 
April 17, 2013, respectively. In addition, approximately 100 associates at our Albion Automotive subsidiary in 
Scotland, approximately 2,500 associates at our Guanajuato Manufacturing Complex in Mexico and 
approximately 300 associates at our Araucaria Manufacturing Facility in Brazil are represented by labor 
unions that are subject to collective bargaining agreements. The collective bargaining agreement at Albion 
may be modified upon agreement by the parties and the agreements in Mexico and Brazil expire annually. 


Internet Website Access to Reports 


The website for American Axle & Manufacturing Holdings, Inc. is www.aam.com. Our annual reports on 
Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to those reports 
filed or furnished pursuant to section 13(a) or 15(d) of the Securities Exchange Act of 1934 are available free 
of charge through our website as soon as reasonably practicable after they are electronically filed with, or 
furnished to, the Securities and Exchange Commission (SEC). The SEC also maintains a website at 
www.sec.gov that contains reports, proxy and information statements, and other information regarding issuers 
that file electronically with the SEC. 


(d) Financial Information About Geographic Areas 


International operations are subject to certain additional risks inherent in conducting business outside the 
U.S., such as changes in currency exchange rates, price and currency exchange controls, import restrictions, 
nationalization, expropriation and other governmental action. Financial information relating to our operations 
by geographic area is presented in the following table. Net sales are attributed to countries based upon 
location of customer. Long-lived assets exclude deferred income taxes. 

December 31, 
2009 2008 2007 
(in millions) 


Net sales 

United ‘States secs 2 o4 nike owe eid dh ee AS ane Sarin se dnc Se $ 979.7 $1,306.5  $2,069.0 
Canadas ci.odveooked coho dtd te Reb SS4 RSL ooo Bae 66.5 166.2 385.3 
WIG RICO tes sete ie aes se eho see eae a tsetse ieee eae eee athena 371.6 469.2 630.6 
OMe ae aes HE one are bw A ae @ Dob eeor Seale ane aed ote eee 103.8 167.3 163.3 
TOtal Met SaleSe ty skew cs ee ha ee vied eas eae aaa Sena Oe ss $1,521.6 $2,109.2 $3,248.2 
Long-lived assets 

Wnited (States ads cee intake ee Wb eid ih eee WS ane See dette ee $ 818.0 $ 939.1  $1,507.4 
IVIGKICO's tce ora cane mate te atte as ele gee eis ee od ae eel as eee 410.3 432.3 442.0 
Oper os sents abst ative eis eeedcey eg ei Dod See ie eae 214.2 160.4 164.5 
Total long-lived assets. ...... 0.0.00. ee $1,442.5 $1,531.8  $2,113.9 


ITEM 1A. RISK FACTORS 


The following risk factors and other information included in this Annual Report on Form 10-K should be 
considered. The risks and uncertainties described below are not the only ones we face. Additional risks and 
uncertainties not presently known to us or that we currently deem immaterial also may impair our business 
operations. If any of the following risks occur, our business, financial condition, operating results and cash 
flows could be materially adversely affected. 


General economic conditions may have an adverse impact on our operating performance and results of 
operations. 


The recent global financial crisis has impacted our business and our customers’ business in the U.S. and 
globally. The U.S. SAAR declined from 16.1 million units in 2007 to 13.2 million in 2008 and 10.4 million in 
2009. During 2009, the automotive industry experienced its lowest U.S. domestic selling rate in over 25 years. 
Continued weakness or deteriorating conditions in the U.S. or global economy that results in further reduction 
of automotive production and sales by our largest customers may adversely affect our business, financial 
condition and results of operations. Additionally, in a down-cycle economic environment, we may experience 
the negative effects of increased competitive pricing pressure and customer turnover. 


Our business is significantly dependent on sales to GM and Chrysler. 


We are the principal supplier of driveline components to GM for its RWD light trucks and SUVs 
manufactured in North America, supplying substantially all of GM’s RWD and 4WD/AWD axle requirements 
for these vehicle platforms. Sales to GM were approximately 78% of our total net sales in 2009, 74% in 2008 
and 78% in 2007. A reduction in our sales to GM or a reduction by GM of its production of RWD light trucks 
or SUVs, as a result of market share losses of GM or otherwise, could have a material adverse effect on our 
results of operations and financial condition. 


We are also the principal supplier of driveline system products for Chrysler’s Dodge Ram program and its 
derivatives. Sales to Chrysler accounted for approximately 8% of our total net sales in 2009, 10% in 2008 and 
12% in 2007. A reduction in our sales to Chrysler or a reduction by Chrysler of its production of the Dodge 
Ram program, as a result of market share losses of Chrysler or otherwise, could have a material adverse effect 
on our results of operations and financial condition. 


Our business and financial condition and results of operations could be adversely affected if we fail to 
comply with the terms and conditions of the various commercial and financing agreements with GM. 


As part of the 2009 Settlement and Commercial Agreement, we entered into a Settlement and 
Commercial Agreement, an Access and Security Agreement, a Second Lien Term Loan Facility and a Warrant 
Agreement with GM. These agreements govern our commercial relationship with GM and provide AAM with 
expedited payment terms of “net 10 days” at a 1% discount rate and a Second Lien Term Loan Facility. Upon 
the occurrence of certain specified events, which generally involve a material and imminent breach of our 
supply obligations at any specified facility, the Access and Security Agreement provides GM with the right of 
use and access to the operating assets and real estate used by AAM at such facility to manufacture, process 
and ship GM component parts produced at such AAM facility and to use certain of AAM’s intellectual 
property necessary to manufacture such component parts on a royalty-free basis for up to 360 days, as well as 
to resource component part production to alternative suppliers. The invoking of its right of access by GM 
could have a material adverse impact on our business and results of operations and financial condition. In 
addition, should we become ineligible for the expedited payment terms or if default occurs that results in 
acceleration of any of our indebtedness or the inability to draw under our credit facilities, including the 
Second Lien Term Loan Facility, this would have a material adverse impact on our financial condition. 


Our business is dependent on the rear-wheel drive light truck and SUV market segments in North America. 


A substantial portion of our revenue is derived from products supporting RWD light truck and SUV 
platforms in North America. Sales and production levels of light trucks and SUVs are being affected by many 
factors, including changes in consumer demand; product mix shifts favoring other types of light vehicles, such 
as front-wheel drive based crossover vehicles and passenger cars; fuel prices; and government regulation, such 
as the Corporate Average Fuel Economy (CAFE) regulations and related emissions standards promulgated by 
federal and state regulators. In 2009, U.S. President Barack Obama announced new CAFE regulations that 
would increase the U.S. fuel-economy standard industry average to 35.5 miles per gallon by year 2016. Our 
customers are currently reacting to these regulations, including the potential impact on consumer preferences 
and demand for vehicles. A reduction in the market segment we currently supply could have a material adverse 
impact on our results of operations and financial condition. 


Our financial condition and operations may be adversely affected by a violation of financial and other 
covenants. 


Our Amended Revolving Credit Facility and Second Lien Term Loan Facility contain financial covenants 
related to secured indebtedness leverage and interest coverage. The Amended Revolving Credit Facility, the 
Second Lien Term Loan Facility and our 9.25% Senior Secured Notes due 2017 (9.25% Notes) impose 
limitations on our ability to make certain investments, declare dividends or distributions on capital stock, 
redeem or repurchase capital stock and certain debt obligations, incur liens, incur indebtedness, merge, make 
acquisitions or sell all or substantially all of our assets. The Amended Revolving Credit Facility and the 
9.25% Notes also significantly restrict our ability to incur additional secured debt. The Amended Revolving 
Credit Facility, the Second Lien Term Loan Facility, the 9.25% Notes and the indentures governing our senior 
unsecured notes also include customary events of default. Obligations under the Amended Revolving Credit 
Facility, the Second Lien Term Loan Facility and the 9.25% Notes are guaranteed by our U.S. subsidiaries that 
hold domestic assets. In addition, the Amended Revolving Credit Facility and the 9.25% Notes are secured on 
a first priority basis (and the Second Lien Term Loan Facility is on a second priority basis) by all or 
substantially all of our assets, the assets of Holdings and each guarantor’s assets, including a pledge of capital 
stock of our U.S. subsidiaries that hold domestic assets and a portion of the capital stock of the first tier 
foreign subsidiaries of AAM and each guarantor. A violation of any of these covenants or agreements could 
result in a default under these contracts, which could permit the lenders or note holders to accelerate 
repayment of any borrowings or notes outstanding at that time and levy on the collateral granted in connection 
with these contracts. A default or acceleration under the Amended Revolving Credit Facility, the 9.25% Notes, 
the indentures governing our senior unsecured notes or the Second Lien Term Loan Facility may result in 
increased capital costs and defaults under our other debt agreements and may adversely affect our ability to 
operate our business, our subsidiaries and guarantors’ ability to operate their business and our results of 
operations and financial condition. 


Our business could be adversely affected by the cyclical nature of the automotive industry. 


Our operations are cyclical because they are directly related to worldwide automotive production, which 
is itself cyclical and dependent on general economic conditions and other factors, such as credit availability, 
interest rates, fuel prices and consumer confidence. The current cyclical downturn has been exacerbated by a 
rapid and severe economic decline in the U.S. and globally. Our business may be further adversely affected by 
a continued economic decline that results in a further reduction of automotive production and sales by our 
largest customers. Our business may also be adversely affected by reduced demand for the product programs 
we currently support, or if we do not obtain sales orders for new or redesigned products that replace our 
current product programs. 


We may undertake further restructuring actions. 


We have taken restructuring actions in recent years in order to realign and resize our production capacity 
and cost structure to meet current and projected operational and market requirements. If we are required to 
take further restructuring actions, the charges related to these actions may have a material adverse effect on 
our results of operations and financial condition. 


Our company may not realize all of the revenue expected from our new and incremental business backlog. 


The realization of incremental revenues from awarded business is inherently subject to a number of risks 
and uncertainties, including the accuracy of customer estimates relating to the number of vehicles to be 
produced in new and existing product programs and the timing of such production. It is also possible that our 
customers may choose to delay or cancel a product program for which we have been awarded new business. 
Our revenues, operating results and financial position could be adversely affected relative to our current 
financial plans if we do not realize substantially all the revenue from our new and incremental business backlog. 


Our business could be adversely affected by the volatility in the price of raw materials. 


Worldwide commodity market conditions have resulted in volatility in the cost of steel and other metallic 
materials in recent years. Furthermore, the cost of such steel and metallic materials needed for our products 
may increase, especially if general economic conditions and customer demand increase. If we are unable to 
pass cost increases on to our customers, this could have a material adverse effect on our results of operations 
and financial condition. 


Our business could be adversely affected by disruptions in our supply chain. 


We depend on a limited number of suppliers for certain key components and materials needed for our 
products. We rely upon, and expect to continue to rely upon, certain suppliers for critical components and 
materials that are not readily available in sufficient volume from other sources. As we expand our global 
manufacturing footprint, we will need to rely on suppliers in local markets that have not yet proven their 
ability to meet our requirements. These supply chain characteristics make us susceptible to supply shortages 
and price increases. In addition, in recent years, several of our direct material suppliers have filed for 
bankruptcy protection. There can be no assurance that the suppliers of critical components and materials will 
be able or willing to meet our future needs on a timely basis. A significant disruption in the supply of these 
materials could have a material adverse effect on our results of operations and financial condition. 


Our business could be adversely affected if we fail to maintain satisfactory labor relations. 


Substantially all of our hourly associates worldwide are members of industrial trade unions employed under 
the terms of collective bargaining agreements. Substantially all of our hourly associates in the U.S. are represented 
by the International UAW. Approximately 800 of our UAW represented associates are covered by labor 
agreements that expire on February 25, 2012. In the process of negotiating these agreements, the International 
UAW called a strike against AAM in February 2008 that lasted 87 days and significantly disrupted our operations 
and the operations of our customers and suppliers. There can be no assurance that future negotiations with our 
labor unions will be resolved favorably or that we will not experience a work stoppage that could have a material 
adverse impact on our results of operations and financial condition. In addition, there can be no assurance that 
such future negotiations will not result in labor cost increases or other terms and conditions that could adversely 
affect our results of operations and financial condition or our ability to compete for future business. 
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Our company or our customers may not be able to successfully launch new product programs on a timely 
basis. 


Certain of our customers are preparing to launch new product programs for which we will supply newly 
developed driveline system products and related components. Some of these new product program launches 
have required, and will continue to require, substantial capital investment. We may not be able to install and 
certify the equipment needed to produce products for these new product programs in time for the start of 
production. There can be no assurance that we will successfully complete the transition of our manufacturing 
facilities and resources to support these new product programs or any other future product programs. 
Accordingly, the launch of new product programs may adversely affect production rates or other operational 
efficiency and profitability measures at our facilities. In addition, our customers may delay the launch or fail 
to successfully execute the launch of these product programs, or any additional future product program for 
which we will supply products. 


We are under continuing pressure from our customers to reduce our prices. 


Annual price reductions are a common practice in the automotive industry. The majority of our products 
are sold under long-term contracts with prices scheduled at the time the contracts are established. Many of our 
contracts require us to reduce our prices in subsequent years and most of our contracts allow us to adjust 
prices for engineering changes. If we must accommodate a customer’s demand for higher annual price 
reductions and are unable to offset the impact of any such price reductions through continued technology 
improvements, cost reductions and other productivity initiatives, our results of operations and financial 
condition could be adversely affected. 


Our business faces substantial competition. 


The automotive industry is highly competitive. Our competitors include the driveline component 
manufacturing facilities controlled by certain existing OEMs, as well as many other domestic and foreign 
companies possessing the capability to produce some or all of the products we supply. Some of our 
competitors are affiliated with OEMs and others have economic advantages as compared to our business, such 
as patents, existing underutilized capacity and lower wage and benefit costs. Certain competitors have recently 
emerged from bankruptcy, which has allowed them to reduce their debt and could adversely affect our ability 
to compete with them relative to cost and pricing. Technology, design, quality, delivery and cost are the 
primary elements of competition in our industry segment. As a result of these competitive pressures and other 
industry trends, OEMs and suppliers are developing strategies to reduce costs. These strategies include supply 
base consolidation and global sourcing. Our business may be adversely affected by increased competition from 
suppliers benefiting from OEM affiliate relationships, bankruptcy reorganization or financial and other 
resources that we do not possess. Our business may also be adversely affected if we do not sustain our ability 
to meet customer requirements relative to technology, design, quality, delivery and cost. 


Our company’s global operations are subject to risks and uncertainties. 


We have business and technical offices and manufacturing facilities in many countries, including Mexico, 
Brazil, the U.K., China, Poland, India and Thailand. International operations are subject to certain risks 
inherent in conducting business outside the U.S., such as changes in currency exchange rates, tax laws, price 
and currency exchange controls, import restrictions, nationalization, expropriation and other governmental 
action. Our global operations may also be adversely affected by political events and domestic or international 
terrorist events and hostilities. These uncertainties could have a material adverse effect on the continuity of 
our business and our results of operations and financial condition. As we continue to expand our business 
globally, our success will depend, in part, on our ability to anticipate and effectively manage these and other 
risks. 
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Our company faces rising costs for pension and other postretirement benefit obligations. 


We have significant pension and other postretirement benefit obligations to certain of our associates and 
retirees. Our ability to satisfy the funding requirements associated with these obligations will depend on our 
cash flow from operations and our ability to access credit and the capital markets. The funding requirements 
of these benefit plans, and the related expense reflected in our financial statements, are affected by several 
factors that are subject to an inherent degree of uncertainty and volatility, including governmental regulation. 
Key assumptions used to value these benefit obligations and the cost of providing such benefits, funding 
requirements and expense recognition include the discount rate, the expected long-term rate of return on 
pension assets and the health care cost trend rate. If the actual trends in these factors are less favorable than 
our assumptions, this could have an adverse affect on our results of operations and financial condition. 


We may incur material losses and costs as a result of product liability and warranty claims, litigation and 
other disputes and claims. 


We are exposed to warranty and product liability claims in the event that our products fail to perform as 
expected, and we may be required to participate in a recall of such products. Our largest customers have 
recently extended their warranty protection for their vehicles. Other OEMs have also similarly extended their 
watranty programs. This trend will put additional pressure on the supply base to improve quality, reliability 
and warranty performance. This trend may also result in higher cost recovery claims by OEMs to suppliers 
whose products incur a higher rate of warranty claims. Historically, we have experienced negligible warranty 
charges from our customers due to our contractual arrangements and the quality, warranty, reliability and 
durability performance of our products. As part of the 2009 Settlement and Commercial Agreement, AAM has 
agreed to increase its warranty cost sharing with GM beginning in 2011. If our customers demand higher 
warranty related cost recoveries, or if our products fail to perform as expected, it could have a material 
adverse impact on our results of operations or financial condition. 


We are also involved in various legal proceedings incidental to our business. Although we believe that 
none of these matters is likely to have a material adverse effect on our results of operations or financial 
condition, there can be no assurance as to the ultimate outcome of any such legal proceeding or any future 
legal proceedings. 


Our business is subject to costs associated with environmental, health and safety regulations. 


Our operations are subject to various federal, state, local and foreign laws and regulations governing, 
among other things, emissions to air, discharge to waters and the generation, handling, storage, transportation, 
treatment and disposal of waste and other materials. We believe that our operations and facilities have been 
and are being operated in compliance, in all material respects, with such laws and regulations, many of which 
provide for substantial fines and criminal sanctions for violations. The operation of our manufacturing 
facilities entails risks in these areas, however, and there can be no assurance that we will not incur material 
costs or liabilities. In addition, potentially significant expenditures could be required in order to comply with 
evolving environmental, health and safety laws, regulations or other pertinent requirements that may be 
adopted or imposed in the future by governmental authorities. 


Our company’s ability to operate effectively could be impaired if we lose key personnel. 


Our success depends, in part, on the efforts of our executive officers and other key associates. In addition, 
our future success will depend on, among other factors, our ability to continue to attract and retain qualified 
personnel. The loss of the services of our executive officers or other key associates, or the failure to attract or 
retain associates, could have a material adverse effect on our results of operations and financial condition. 


ITEM 1B. UNRESOLVED STAFF COMMENTS 


None 
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ITEM 2. PROPERTIES 


We operate in 13 countries and have 33 manufacturing, engineering and business office facilities 


worldwide of which the principal facilities are: 


Type of 

Name Interest 

Detroit Manufacturing Complex............. Owned 
Detroit, MI 

Three Rivers Manufacturing Facility ......... Owned 
Three Rivers, MI 

Cheektowaga Manufacturing Facility ......... Owned 
Cheektowaga, NY 

Colfor Manufacturing, Inc. 
Malvern, Oo oc4 eb dace eee be ede seals Owned 
Minérva OF.» «: jess ans iGg od Gakotek ma%44 Owned 
Salem: OM 2.0.2:5 ow deen vowed wks d. «sels Owned 

MSP Industries:s 2 gos. c0geicans daatae sane Leased 
Oxford, MI 

Oxford! POree: en. 5254 dba Guaaceen asks Owned 
Oxford, MI 

Die PRON 39. casita sain Wass head Ra Ge AG ent Owned 
Auburn Hills, MI 

AccuGear, Inc. . 1... eee eee Owned 
Fort Wayne, IN 

Lancaster Manufacturing Facility............ Leased 
Lancaster, Pennsylvania 

Guanajuato Manufacturing Complex ......... Owned 
Guanajuato, Mexico 

Araucaria Manufacturing Facility............ Owned 
Araucaria, Brazil 

Albion Automotive ...............000000- Leased 
Glasgow, Scotland 
Lancashire, England.................... Leased 

Swidnica Manufacturing Facility ............ Owned 
Swidnica, Poland 

Changshu Manufacturing Facility............ Owned 
Changshu, China 

AAM Sona Manufacturing Facility........... Owned 
Pantnagar, India 

Corporate Headquarters................... Owned 
Detroit, MI 

Technical Center ..c6.4 chad ear ee eG Sad ee wes Owned 


Rochester Hills, MI 


Function 


Rear and front axles and steering linkages 


Rear axles and driveshafts, front auxiliary 
driveshafts, universal joints and driveheads 


Forged and machined products 


Forged products 

Forged and machined products 

Forged and machined products and rear axles 
Forged and machined products 


Forged products 

Tool & die manufacturer 

Forged and machined products 

Assembly of axles for commercial vehicles 


Rear axles and driveshafts, front axles, front 
auxiliary driveshafts, forging products, rear 
differential modules and power transfer units 


Front and rear axles, machining of forged and 
cast products, and constant velocity joints 


Front and rear axles for medium and heavy-duty 
trucks and buses 


Crankshafts 
Transmission differentials 


Rear axles, gear sets and machined cases 
Rear axles 
Executive and administrative offices 


R&D, design engineering, metallurgy, testing 
and validation 


We believe that our property and equipment is properly maintained and in good operating condition. As a 
result of the distress in the automotive industry and recent significant declines in production and sales volumes 
of our major customers, there is significant excess production capacity in our facilities. As part of our multi- 
year restructuring initiatives, we have closed facilities, idled and consolidated a significant portion of our 
Detroit Manufacturing Complex, and realigned our global capacity to meet global production requirements and 
establish regional cost competitiveness. We will continue to evaluate capacity requirements in light of current 
and projected market conditions. We also intend to continue redeploying assets in order to increase our 
capacity utilization and reduce future capital expenditures to support program launches. 
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ITEM 3. LEGAL PROCEEDINGS 


We are involved in various legal proceedings incidental to our business. Although the outcome of these 
matters cannot be predicted with certainty, we do not believe that any of these matters, individually or in the 
aggregate, will have a material adverse effect on our financial condition, results of operations or cash flows. 


We are subject to various federal, state, local and foreign environmental and occupational safety and 
health laws, regulations and ordinances, including those regulating air emissions, water discharge, waste 
management and environmental cleanup. We closely monitor our environmental conditions to ensure that we 
are in compliance with applicable laws, regulations and ordinances. We have made, and will continue to make, 
capital and other expenditures to comply with environmental requirements, including recurring administrative 
costs. Such expenditures were not significant in 2009, 2008 and 2007. 


ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS 


None 


Executive Officers of the Registrant 


Name Age Position 

Richard E. Dauch................. 67 Co-Founder, Chairman of the Board & Chief 
Executive Officer 

David C. Dauch.................. 45 President & Chief Operating Officer 

John J. Bellanti .............0.00.0. 55 Executive Vice President — Worldwide Operations 

Patrick S. Lancaster............... 62 Executive Vice President, Chief Administrative 
Officer & Secretary 

Michael K. Simonte............... 46 Executive Vice President — Finance & Chief 
Financial Officer 

Mark S. Barrett 223 J¢a5.05 0455 b46% 49 Vice President — Engineering & Product 
Development 

David A. Culton ...............0. 44 Vice President — Commercial 

Curt:S.. Howell: 0 6s. 8 vate eek 47 Vice President — AAM — Americas 

John E. Jerge.. teu eo da eee dees 48 Vice President — Materials, Logistics, Quality & 
Labor Relations 

Steven. J, Proctor 06.4466 460 es Sa 53 President — AAM Asia, Vice President — AAM 
Corporate 

Alberto L. Satine.............0040. 53. Vice President — Strategic & Business Development 

John S. Sofia. ..............0000. 50 Vice President — Commercial Vehicle Business Unit 

Norman Willemse ................ 53 Vice President — Global Metal Formed Product 


Business Unit 
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Richard E. Dauch, age 67, is Co-Founder, Chairman of the Board & Chief Executive Officer of AAM, 
and is also Chairman of the Executive Committee of the Board of Directors. He has been Chief Executive 
Officer and a member of the Board of Directors since the Company began operations in March 1994. In 
October 1997, he was named Chairman of the Board of Directors. He was also President of AAM from March 
1994 through December 2000. Prior to March 1994, he spent 12 years at the Chrysler Corporation, where he 
established the just-in-time materials management system and the three-shift manufacturing vehicle assembly 
process. He is a retired officer from the Chrysler Corporation. Mr. Dauch’s last position at Chrysler, in 1991, 
was Executive Vice President of Worldwide Manufacturing. Mr. Dauch also served as Group Vice President of 
Volkswagen of America, where he established the manufacturing facilities and organization for the successful 
launch of the first major automotive transplant in the United States. Mr. Dauch has more than 45 years of 
experience in the automotive industry. Mr. Dauch was named the 1996 Worldwide Automotive Industry 
Leader of the Year by the Automotive Hall of Fame, the 1997 Manufacturer of the Year by the Michigan 
Manufacturers Association, and the 1999 Michiganian of the Year by The Detroit News. In 2003, he received 
the Harvard Business School of Michigan Business Statesman Award, the Ernst & Young Entrepreneur of the 
Year Award, and the Northwood University Outstanding Business Leader Award. In 2005, he received the 
CEO Legend Award from Automation Alley, and in 2006, he received the Shien-Ming Wu Foundation 
Manufacturing Leadership Award. Mr. Dauch also served as Chairman of the National Association of 
Manufacturers (N.A.M.), and currently serves on the Board of Directors of that organization. He has lectured 
extensively on the subject of manufacturing and authored the book, Passion for Manufacturing, which is 
distributed in colleges and universities globally and in several languages. Richard E. Dauch is the father of 
David C. Dauch. 


David C. Dauch, age 45, has been President and Chief Operating Officer since June 2008. Prior to that, 
he served as Executive Vice President & COO (since December 2007); Executive Vice President — 
Commercial & Strategic Development (since January 2005); Senior Vice President, Commercial (since May 
2004); Senior Vice President, Sales, Marketing & Driveline Division (since September 2003); Vice President, 
Manufacturing — Driveline Division (since January 2001); Vice President, Sales and Marketing (since 
1998) and Director of Sales, GM Full-Size Truck Programs (since May 1996). Mr. Dauch joined our Company 
in July 1995 as Manager, Sales Administration. Prior to joining our Company, Mr. Dauch held various 
positions at Collins & Aikman Products Company, including Sales Manager. David C. Dauch is the son of 
Richard E. Dauch. 


John J. Bellanti, age 55, has been Executive Vice President — Worldwide Operations since September 
2008. Prior to that, he served as Group Vice President — Manufacturing Services, Capital Planning & Cost 
Estimating (since December 2007); Vice President — Manufacturing Services, Capital Planning & Cost 
Estimating (since July 2006); Vice President — Engineering & Chief Technology Officer (since May 2004); 
Vice President, Engineering & Product Development (since September 2003); Executive Director, 
Manufacturing Services (since March 2000); Director, Manufacturing Engineering (since June 1998); Director 
Advanced Programs (since May 1996) and Plant Manager, Detroit Forge Plant (since joining our Company in 
March 1994). Prior to joining our Company, Mr. Bellanti, worked 22 years at General Motors in various 
manufacturing and engineering positions, most recently serving as Production Manager. Mr. Bellanti was on 
the Board of Directors for the North American Forging Industry Association from 1999 through 2003, serving 
as President of that Association in 2002. 


Patrick S. Lancaster, age 62, has been Executive Vice President, Chief Administrative Officer & 
Secretary since April 2009. Prior to that, he served as Vice President, Chief Administrative Officer & 
Secretary (since September 2003); Group Vice President, Chief Administrative Officer & Secretary (since 
January 2001); Vice President & Secretary (since March 2000); Vice President, General Counsel & Secretary 
(since November 1997) and General Counsel & Secretary (since June 1994). Mr. Lancaster is a member of the 
State Bar of Michigan. 
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Michael K. Simonte, age 46, has been Executive Vice President — Finance & Chief Financial Officer 
since February 2009. Simonte previously served as Group Vice President — Finance & Chief Financial Officer 
(since December 2007); Vice President — Finance & Chief Financial Officer (since January 2006); Vice 
President & Treasurer (since May 2004); and Treasurer (since September 2002). Simonte joined AAM in 
December 1998 as Director, Corporate Finance. In that role, he coordinated all of the financial accounting, 
planning and reporting activities of the company until he was appointed as Treasurer in September 2002. Prior 
to joining our Company, Mr. Simonte served as Senior Manager at the Detroit office of Ernst & Young LLP. 
Mr. Simonte is a certified public accountant. 


Mark S. Barrett, age 49, has been Vice President — Engineering & Product Development since October 
2008. Prior to that, he served as Executive Director, Engineering & Product Development (since January 
2008); Executive Director, Axle & Drivetrain (since November 2006); Executive Director, Powertrain, 
Driveshaft and Halfshaft Engineering (since January 2006); Executive Director, Released and Domestic 
Programs (since January 2004); Director, Mid Size Axle Programs (since December 1998) and Staff Project 
Engineer (since joining our Company in March 1994). Prior to joining our Company, Mr. Barrett served at 
General Motors for 9 years in a variety of manufacturing and engineering positions. 


David A. Culton, age 44, has been Vice President — Commercial since September 2009. Prior to that, he 
served as Vice President — Unibody Vehicle Business Unit (since October 2008); Controller (since April 
2007); Executive Director, Sales (since July 2006); Director, Commercial Analysis (since August 2004); 
Director, Finance — Operations (Since June 2003); Finance Manager (since August 1999); and Assistant 
Finance Manager (since joining our Company in September 1998). Prior to joining our Company, Mr. Culton 
served at Chrysler Corporation for 10 years in a variety of management, finance, engineering and 
manufacturing positions. 


Curt S. Howell, age 47, has been Vice President — AAM — Americas since September 2009. Prior to 
that, he served as Vice President — Full Frame Vehicle Business Unit (since October 2008); Vice President — 
Global Driveline Operations (since December 2007); General Manager, International Operations (since June 
2007); General Manager, Asia (since October 2005); General Manager, Latin/South America Driveline 
Operations (since January 2004); Executive Director, Cost Estimating (since January 2003); Executive 
Director, Worldwide Sales (since January 2001); Managing Director, AAM De Mexico (since January 1998); 
Director, Worldwide Programs (since joining our Company in April 1994). Prior to joining our Company, 

Mr. Howell served at Chrysler Corporation for 7 years in a variety of engineering, sales and service positions. 


John E. Jerge, age 48, has been Vice President — Materials, Logistics, Quality & Labor Relations since 
September 2009. Prior to that, he served as Vice President — Driveshaft & Halfshaft Business Unit (since 
October 2008); Vice President — Human Resources (since September 2004); Executive Director, Labor 
Relations (since April 2004); Director, Labor Relations (since January 2003); Plant Manager, Detroit Gear & 
Axle Plant (since March 2000); Plant Manager, Buffalo Gear Axle & Linkage (since November 1997); 
Manufacturing Manager, Buffalo Gear Axle & Linkage (since March 1996); Area manager of Axles and Area 
Manager of Linkage (since joining our Company in March 1994). Prior to joining our Company, Mr. Jerge 
served at Chrysler Corporation for 10 years in a variety of manufacturing, engineering and plant management 
positions. 


Steven J. Proctor, age 53, has been President — AAM Asia, Vice President — AAM Corporate since 
October 2008. Prior to that, he served as Vice President — Sales & Marketing (since June 2004); Executive 
Director, Driveline Sales & Marketing (since September 2003); President and Chief Operating Officer of 
AAM do Brasil (since September 1999); Director, GMT-360, I-10/GMT-355 (since December 1998); Director, 
Worldwide Programs (since February 1998); Director, Strategic Planning (since July 1996) and Director, 
General Motors Programs (since joining our Company in March 1994). Prior to joining our Company, 

Mr. Proctor worked for General Motors for 20 years in the areas of product and industrial engineering, 
production, material management and sales. 
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Alberto L. Satine, age 53, has been Vice President — Strategic & Business Development since 
November 2005. Prior to that, he served as Vice President — Procurement (since January 2005); Executive 
Director, Global Procurement Direct Materials (since January 2004); General Manager, Latin American 
Driveline Sales and Operations (since August 2003) and General Manager of International Operations (since 
joining our Company in May 2001). Prior to joining our Company, Mr. Satine held several management 
positions at Dana Corporation, including the position of President of Dana’s Andean Operations in South 
America from 1997 to 2000 and General Manager of the Spicer Transmission Division in Toledo, Ohio from 
1994 to 1997. 


John S. Sofia, age 50, has been Vice President — Commercial Vehicle Business Unit since March 2008. 
Prior to that, he served as Vice President — Product Engineering, Commercial Vehicle Operations & Chief 
Technology Officer (since December 2007); Vice President — Engineering & Product Development (since July 
2006); Vice President — Quality Assurance & Customer Satisfaction (since October 2004); Director, 
Advanced Quality Planning (since August 2002); Plant Manager, Detroit Forge (since April 2001); Director, 
Product Engineering (since June 2000); Manager of the Current Production & Process Engineering Group 
(since September 1997) and Engineering Manager (since joining our Company in May 1994). Prior to joining 
our Company, Mr. Sofia served at Chrysler Corporation for 10 years in a variety of manufacturing and 
engineering positions. 


Norman Willemse, age 53, has been Vice President — Global Metal Formed Product Business Unit since 
October 2008. Prior to that, he served as Vice President — Global Metal Formed Product Operations (since 
December 2007); General Manager — Metal Formed Products Division (since July 2006) and Managing 
Director — Albion Automotive (since joining our Company in August 2001). Prior to joining our Company, 
Mr. Willemse served at ATSAS for 7 years as Executive Director Engineering & Commercial and John Deere 
for over 17 years in various engineering positions of increasing responsibility. Mr. Willemse is a professional 
certified mechanical engineer. 
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PART II 


ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS 
AND ISSUER PURCHASES OF EQUITY SECURITIES 


Market Information 


Our common stock, par value $0.01 per share, is listed for trading on the New York Stock Exchange 
(NYSE) under the symbol “AXL.” 


On February 27, 2009, we were notified by the NYSE that we have fallen below their continued listing 
standard related to our total market capitalization and stockholders’ equity. On June 1, 2009, we were notified 
by the NYSE that we had regained compliance with NYSE’s continued listing standards. We are currently in 
compliance with the NYSE continued listing standards. 


Stockholders and High and Low Sales Prices 
1st Quarter 2nd Quarter 3rd Quarter 4th Quarter Full Year 


2009 
FSH 22a eee Sty Gg Sek ee $ 2.83 $ 4.50 $8.13 $8.41 $ 8.41 
OW evade eee ena eek $ 0.29 $ 1.00 $1.13 $5.63 $ 0.29 
2008 
HIST. es ate artis bate wed $23.08 $22.75 $8.74 $5.38 $23.08 
LOW sbi. Sed Saadeh dan ee $16.22 $ 7.99 $4.86 $1.03 $ 1.03 


Prices are the quarterly high and low closing sales prices for our common stock as reported by the 
NYSE. We had approximately 403 stockholders of record as of February 17, 2010. 


Dividends 


We did not declare or pay any cash dividends on our common stock in 2009. Our debt agreements limit 
our ability to declare or pay dividends or distributions on capital stock. We declared and paid quarterly cash 
dividends of $0.02 per share in the last two quarters of 2008, and $0.15 per share in the first two quarters of 
2008 and the four quarters of 2007. We paid $18.3 million and $31.8 million to stockholders of record under 
the quarterly cash dividend program during 2008 and 2007, respectively. 


Issuer Purchases of Equity Securities 


In the fourth quarter of 2009, the Company withheld and repurchased shares to pay taxes due upon the 
vesting of certain individuals’ restricted stock grants. The following table provides information about our 
equity security purchases during the quarter ended December 31, 2009: 


Maximum Number (or 


Total Number of Approximate Dollar 
Shares (or Units) Value) of Shares 
Purchased as Part (or Units) that May 
Total Number of of Publicly Yet Be Purchased 
Shares (Or Units) Average Price Paid Announced Plans or Under the Plans or 
Period Purchased per Share (or Unit) Programs Programs 
October 2009... .. —_ $ — — — 
November 2009 .. . 1,149 $20.89 — — 
December 2009 ... 65,193 $ 8.02 — = 


Securities Authorized for Issuance under Equity Compensation Plans 


There are no securities authorized for issuance under equity compensation plans since the Restated 1999 
American Axle & Manufacturing Holdings, Inc. Stock Incentive Compensation Plan expired on January 8, 
2009. 
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ITEM 6. SELECTED FINANCIAL DATA 


FIVE YEAR FINANCIAL SUMMARY 
Year Ended December 31, 


2009 2008 2007 2006 
(in millions, except per share data) 


Statement of operations data 


Netsalésss 4 dc0 004 nase aha Wacko $1,521.6 $ 2,109.2 $3,248.2 $3,191.7 
Gross profit (loss)..............04. (31.1) (865.2) 278.4 (129.4) 
Selling, general and administrative 

EXPENSES 6.55 ese ta ew weg wea 172.7 185.4 202.8 197.4 
Operating income (loss)............. (203.8) (1,050.6) 75.6 (326.8) 
Net interest expense ............... (82.5) (67.9) (52.3) (38.8) 
Net income (loss) attributable to AAM.. (253.1) (1,224.3) 37.0) (223.0) 
Diluted earnings (loss) per share ...... $ (4.81) $ (23.73) $ 0.69% $ (4.43) 
Diluted shares outstanding........... 52.6 51.6 53.8% 50.4 
Balance sheet data 
Cash and cash equivalents........... $ 178.1 $ 198.8 $ 343.6 $ 13.5 
Totall assets: c2esiee sau ec ee caer ee 1,986.8 2,247.7 3,135.9 2,793.6 
Total long-term debt ............... 1,071.4 1,139.9 858.1 672.2 
Total AAM stockholders’ equity 

(defiCit) > gic Soa: ee eae eee (560.2) (435.7) 899.4 822.5 
Dividends declared per share......... — 0.34 0.60 0.60 


Statement of cash flows data 
Cash provided by (used in) operating 


ACHLVINES iin. Gadi eine oa ea Stee $ 15.9 $ (163.1) $ 367.9 $ 185.7 
Cash used in investing activities....... (74.6) (231.7) (186.5) (323.6) 
Cash provided by financing activities... 32.1 254.5 148.3 147.3 
Dividends paid ................... — (18.3) (31.8) (31.0) 
Other data 
Depreciation and amortization........ $ 134.7 $ 199.5 $ 229.4 $ 206.0 
Capital expenditures ............... 141.5 140.2 186.5 286.6 


Purchase buyouts of leased equipment . . —_ — — 71.8 


(a) Includes special charges, asset impairments, and other non-recurring costs and tax refunds of 


$ 


$ 


$ 


$ 


$ 


2005 


3,387.3 
305.0 


199.6 

105.4 

(27.2) 
56.2 
1.09* 
51.5* 


3.7 
2,948.7 
489.2 


1,003.9 
0.60 


280.4 
(305.7) 

14.8 
(30.4) 


185.1 
305.7 


$120.5 million in 2009, $985.4 million in 2008, $58.7 million in 2007 and $248.2 million in 2006, net of 


tax, primarily related to restructuring actions. 


(b) Includes charges of $7.7 million in 2009, $3.5 million in 2007 and $1.8 million in 2006, net of tax, related 


to debt refinancing and redemption costs. 


* These amounts have been adjusted to reflect the cumulative change in accounting described in Item 8, 
“Financial Statements and Supplementary Data — Note 1 — Organization and Summary of Significant 


Accounting Policies.” 
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
RESULTS OF OPERATIONS 


COMPANY OVERVIEW 


American Axle & Manufacturing Holdings, Inc. (Holdings) and its subsidiaries (collectively, we, our, us 
or AAM) is a Tier I supplier to the automotive industry. We manufacture, engineer, design and validate 
driveline and drivetrain systems and related components and chassis modules for light trucks, sport utility 
vehicles (SUVs), passenger cars, crossover vehicles and commercial vehicles. Driveline and drivetrain systems 
include components that transfer power from the transmission and deliver it to the drive wheels. Our driveline, 
drivetrain and related products include axles, chassis modules, driveshafts, power transfer units, transfer cases, 
chassis and steering components, driveheads, crankshafts, transmission parts and metal-formed products. 


We are the principal supplier of driveline components to General Motors LLC for its rear-wheel drive 
(RWD) light trucks and SUVs manufactured in North America, supplying substantially all of GM’s rear axle 
and front four-wheel drive and all-wheel drive (4WD/AWD) axle requirements for these vehicle platforms. 
Sales to GM were approximately 78% of our total net sales in 2009, 74% in 2008 and 78% in 2007. 


We are the sole-source supplier to GM for certain axles and other driveline products for the life of each 
GM vehicle program which was previously covered by a Lifetime Program Contract (LPC). As part of a 
settlement and commercial agreement, as described below, GM terminated the existing LPCs and entered into 
new LPCs in 2009. Substantially all of our sales to GM are made pursuant to the new LPCs. The new LPCs 
have terms equal to the lives of the relevant vehicle programs or their respective derivatives, which typically 
run 6 to 10 years, and require us to remain competitive with respect to technology, design and quality. 


We are also the principal supplier of driveline system products for the Chrysler LLC’s heavy-duty Dodge 
Ram full-size pickup trucks (Dodge Ram program) and its derivatives. Sales to Chrysler were 8% of our total 
net sales in 2009, 10% in 2008 and 12% in 2007. 


In addition to GM and Chrysler, we supply driveline systems and other related components to PACCAR 
Inc., Volkswagen, Harley-Davidson, Deere & Company, Tata Motors, Mack Truck, Ford Motor Company, and 
other original equipment manufacturers (OEMs) and Tier I supplier companies such as Hino Motors Ltd. and 
Jatco Ltd. Sales to customers other than GM and Chrysler accounted for approximately 14% of our total net 
sales in 2009 as compared to 16% in 2008 and 10% in 2007. 


RECENT DEVELOPMENTS 


In 2009, GM entered and exited bankruptcy with assistance from the U.S. government. On September 16, 
2009, AAM and GM entered into a settlement and commercial agreement (2009 Settlement and Commercial 
Agreement). As part of this agreement, we received $110.0 million from GM for cure costs associated with 
contracts assumed and/or terminated during GM’s chapter 11 bankruptcy proceedings and resolved certain 
commercial and financial obligations then outstanding between AAM and GM, which resulted in, among other 
things, AAM retaining all but one program that had previously been sourced to us and an adjustment of our 
installed capacity levels reserved for existing and awarded GM programs to reflect new estimates of market 
demand. We recorded $79.7 million of deferred revenue related to the 2009 Settlement and Commercial 
Agreement, which we will recognize into revenue through 2019. 


In addition, GM confirmed its obligation to AAM under the GM postretirement cost sharing agreement 
and AAM amended its terms and conditions to be more consistent with the standard terms and conditions GM 
has with other Tier | suppliers (including commercial revisions related to metal market, warranty cost sharing, 
cost reductions programs, productivity commitments and payment terms). We do not expect these commercial 
revisions to have an impact on our results of operations until 2011. 


Also, as part of this agreement, we entered into a $100.0 million second lien term loan facility with GM 
(Second Lien Term Loan Facility), issued 4.1 million warrants to GM to purchase AAM common stock, and 
expedited the payment terms on our receivables from GM from approximately 45 days to approximately 
10 days in exchange for a 1% early payment discount (Expedited Payment Terms). 
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In 2009, Chrysler also entered and exited bankruptcy with assistance from the U.S. government. Chrysler 
has assumed our pre-bankruptcy contracts. 


GM implemented an extended summer production shutdown for many of their facilities we support 
during the second and third quarters of 2009. In connection with its bankruptcy filing, Chrysler temporarily 
idled its manufacturing operations through its exit from bankruptcy. We estimate that the extended production 
shutdowns at GM and Chrysler in the second and third quarters of 2009 adversely affected net sales by 
$304.3 million and gross profit (loss) by $95.0 million. 


In the third quarter of 2009, and concurrent with the 2009 Settlement and Commercial Agreement, we 
modified our existing debt agreements with our senior lenders. In the fourth quarter of 2009, we strengthened 
our liquidity position by issuing $425 million of new senior secured notes, selling 16.1 million shares of our 
common stock for net proceeds of $109.7 million and amending and extending our existing revolving credit 
facility (Amended Revolving Credit Facility). 


Through our comprehensive multi-year restructuring actions, we have made significant adjustments to our 
business plan, global manufacturing footprint, and our cost structure and operating breakeven level to adapt to 
lower industry production volumes. In 2009, we took restructuring actions that resulted in significant special 
charges. These special charges are discussed in “RESULTS OF OPERATIONS.” 


Risks and uncertainties continue to exist relative to general economic conditions, the health of the global 
and domestic automotive industry and the long-term viability of our major customers. However, we believe 
that we have substantially completed the significant restructuring actions necessary for us to align our global 
capacity with current and projected market demand and establish regional cost competitiveness on a global 
basis. Although we continuously evaluate the need to rationalize excess capacity and further minimize 
operating costs, we do not currently expect to incur the level of special charges that we have experienced in 
recent years. 


As we look beyond 2009, we are focused on increasing net sales while diversifying our customer, product 
and geographic sales mix. We are also focused on improving our profitability and cash flow in order to 
strengthen our balance sheet. Based on the expected stabilization and possible improvement of general 
economic and industry specific conditions, planned launch of approximately $300 million of our new and 
incremental business backlog and the favorable impact of the structural cost reductions resulting from our 
recent restructuring actions, we believe that 2010 will allow us an opportunity to make progress on these 
critical business objectives. 


INDUSTRY TRENDS 


There are a number of significant trends affecting the highly competitive automotive industry. Most 
notable is the automotive industry’s severe downturn, highlighted by an unprecedented drop in industry 
volumes that began in 2008 and continued throughout 2009. The industry was significantly affected by 
continued deteriorating global economic conditions, unstable credit markets, sharply declining consumer 
confidence and volatile fuel prices. These factors weakened the financial strength of many of the OEMs and 
suppliers, several of which filed for bankruptcy protection in 2009. Although the deterioration of the economy 
and credit markets impacted the U.S. most significantly, this dynamic has affected the automotive industry 
worldwide. Along with the general economic decline, the industry continues to experience depressed 
U.S. production volumes, reduced U.S. domestic OEM market share, intense global competition, volatile fuel, 
steel, metallic and other commodity prices and significant pricing pressures. As a result, OEMs and their 
suppliers have aggressively developed and implemented strategies to reduce costs, which include a massive 
restructuring of U.S. operations, shifting production to low cost regions and sourcing on a global basis. At the 
same time, the industry is focused on investing in future products that will incorporate the latest technology, 
meet customer demands and comply with government regulations. 


21 


FINANCIAL DISTRESS OF U.S. DOMESTIC AUTOMOTIVE INDUSTRY The collapse of the 
U.S. housing market, the global financial crisis, rising unemployment and the lowest consumer confidence 
level in a quarter century have all contributed to the fragile financial state of the U.S. domestic OEMs. Excess 
installed capacity, fluctuating fuel prices, volatile steel, metallic and other commodity prices, higher energy 
costs and high fixed cost structures have exacerbated the financial pressure on the industry. Uncertain industry 
conditions and the stringent credit markets have greatly reduced the ability of companies to obtain essential 
financing. In 2009, both GM and Chrysler entered and exited bankruptcy with assistance from the 
U.S. government. We also continued to see numerous suppliers either file for bankruptcy protection or 
liquidate. In response to the industry conditions, the U.S. domestic OEMs and their suppliers, including AAM, 
have undertaken wide-scale domestic capacity reduction initiatives, workforce reductions and other 
restructuring actions to reduce costs. Despite the significant restructuring actions taken and the domestic 
automotive industry beginning to show signs of recovery towards the end of 2009, we are likely to experience 
further consolidation among suppliers and could see additional bankruptcies in the supply base. 


U.S. AUTOMOTIVE PRODUCTION LEVELS As a result of deteriorating global economic 
conditions, restrictive credit markets and declining consumer confidence, U.S. automotive production 
decreased dramatically in 2009. The U.S. Seasonally Adjusted Annual Rate (SAAR) of sales declined from 
16.1 million units in 2007 to 13.2 million in 2008 and 10.4 million in 2009 — the lowest U.S. domestic auto 
industry selling rate in over 25 years. Reduced U.S. automotive production levels is intensifying the challenges 
the industry faces with regard to excess installed capacity, high fixed cost structures and limited access to 
capital. In recent years, and continuing in 2009, we have taken numerous restructuring actions to reduce our 
fixed operating costs and increase the variability of our cost structure, which better position us to manage 
through such adverse conditions. Although we expect U.S. automotive production to increase in 2010, it is 
likely that domestic production levels will remain at relatively low levels until general economic conditions 
and consumer confidence significantly improve. 


CHANGE IN CONSUMER DEMAND AND PRODUCT MIX SHIFT In the U.S., consumer demand 
for full-frame light trucks and SUV-type vehicles continues to shift to smaller AWD passenger cars and 
crossover vehicles with smaller displacement engines and higher fuel economy. The volatility of fuel prices in 
recent years has caused a shift in market demand to passenger cars and crossover vehicles, away from body on 
frame pickup trucks and SUVs. A significant portion of our current revenue stream is tied to full-size pickup 
trucks and SUVs. As demand has softened for these products, our current revenue streams have been 
impacted. We are responding to the change in vehicle mix in the North American market as well as expected 
increases in corporate average fuel economy (CAFE) regulations, with ongoing research and development 
(R&D) efforts that focus on fuel economy, emission reduction and environmental improvements. These efforts 
position us to compete as this product mix shift continues and have led to new business awards for products 
that support AWD and RWD passenger cars and crossover vehicles. Approximately 45% of AAM’s new and 
incremental business backlog launching from 2010 to 2014, which is an estimated $1.0 billion, relates to 
AAM’s newest AWD systems for passenger cars and crossover vehicles. 


GLOBAL AUTOMOTIVE PRODUCTION The trend toward the globalization of automotive 
production continues to intensify in regions such as Asia (particularly China, India, South Korea and 
Thailand), Eastern Europe and South America. Although the growth rate has recently slowed in these markets, 
automotive production in these regions is expected to continue to grow while production in the traditional 
automotive production centers such as North America, Western Europe and Japan struggles to recover from 
recent declines. We have more than doubled our global installed capacity to support current and future 
opportunities while significantly reducing our installed capacity in the U.S. We have expanded our facilities in 
Mexico, Brazil and Poland, invested in our China joint venture and are constructing new facilities in India and 
Thailand. We also have offices in India, China, South Korea, and Brazil to support these developing markets. 
We expect our business activity in these markets to increase significantly over the next several years. 
Approximately 70% of our new and incremental business backlog is for end use markets outside of North 
America and approximately 80% has been sourced to our manufacturing facilities outside the U.S. 
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DECLINING U.S. DOMESTIC OEM MARKET SHARE Intense competition from offshore and 
transplant OEMs has resulted in the decline of U.S. market share for U.S. domestic OEMs from approximately 
48% in 2008 to approximately 45% in 2009. Since 86% of our 2009 revenue derived from net sales to GM 
and Chrysler, this continuing trend is significant for us. We continue to aggressively pursue business with 


other OEMs and approximately 30% of our new business backlog is related to customers other than GM and 
Chrysler. 


INCREASING DEMAND FOR ALTERNATIVE ENERGY SOURCES AND ELECTRONIC 
INTEGRATION With a rapid shift towards aggressive, environmentally focused legislation in the U.S., we 
have observed an increased demand for technologies designed to help reduce emissions, increase fuel economy 
and minimize the environmental impact of vehicles. In 2009, U.S. President Barack Obama announced new 
CAFE regulations that would increase the U.S. fuel-economy standard industry average to 35.5 miles per 
gallon by year 2016. As a result, OEMs and suppliers are competing intensely to develop and market new and 
alternative technologies, such as electric vehicles, hybrid vehicles, fuel cells, diesel engines and efficiency 
improvements of driveline systems to improve fuel economy and emissions. 


The electronic content of vehicles continues to expand, largely driven by consumer demand for greater 
vehicle performance, functionality, and affordable convenience options. This demand is a result of increased 
communication abilities in vehicles as well as increasingly stringent regulatory standards for energy efficiency, 
emissions reduction and increased safety. As these electronics continue to become more reliable and 
affordable, we expect this trend to continue. The increased use of electronics provides greater flexibility in 
vehicles and enables the OEMs to better control vehicle stability, fuel efficiency, and safety while improving 
the overall driving experience. Suppliers with enhanced capability in electronic integration have greater 
sourcing opportunities with OEMs and may be able to obtain more favorable pricing for these products. 


We are continuing to invest in the development of advanced products focused on fuel economy, mass 
reductions, vehicle safety and performance leveraging electronics and technology. We have increased our focus 
on alternative energy and electronics by investing in product development that is consistent with the expected 
shift in market demand. 


PRICE PRESSURE Yeat-over-year price reductions are a common competitive practice in the 
automotive industry. As OEMs continue to restructure and pursue cost cutting initiatives, we anticipate 
increased pressure to reduce the cost of our own operations. The majority of our products are sold under long- 
term contracts with prices scheduled at the time the contracts are established. Many of our contracts require us 
to reduce our prices in subsequent years and most of our contracts allow us to adjust prices for engineering 
changes. We do not believe that the price reductions we have committed to our customers will have a material 
adverse impact on our future operating results because we intend to offset such price reductions through 
continued cost reductions, efficiency improvements and other productivity initiatives. 


STEEL AND OTHER METALLIC COMMODITIES Worldwide commodity market conditions have 
resulted in volatile steel and other metallic material prices. As general economic conditions improve and 
production levels increase, demand for these commodities will grow and may cause prices to rise. We have 
taken actions to mitigate the impact of this trend through commercial agreements with our customers, strategic 
sourcing arrangements with suppliers and technology advancements that result in using less metallic content or 
less expensive metallic content in the manufacturing of our products. The majority of our sales contracts with 
our largest customers provide price adjustment provisions for metal market price fluctuations. We do not have 
metal market price provisions with all of our customers for all of the parts that we sell. We also have agreed 
to share in the risk of metal market price fluctuations in certain customer contracts. As a result, we may 
experience higher net costs for raw materials. These cost increases would come in the form of metal market 
adjustments and base price increases. We have contracts with our steel suppliers that ensure continuity of 
supply. We also have validations and testing capabilities that enable us to strategically utilize steel sources on 
a global basis. 


23 


RESULTS OF OPERATIONS 


SPECIAL CHARGES AND OTHER NONRECURRING ITEMS In 2009, 2008 and 2007, we 
recorded special charges and nonrecurring operating costs that we do not consider indicative of our ongoing 
operating activities. The following table details these charges (in millions): 


a, 20s. 2 

Asset impairments, indirect inventory obsolescence and idled leased 
ASSCIS scons a) ain aiee.ce teas ars AA EA en CRRA a eS wea $172.8 $603.7 $11.6 
U.S. hourly workforce and benefit reductions..................-.. (47.3) 195.1 64.0 
Acceleration of buydown program expense ..............0--0000- 22.5 51.9 —_ 
Ratification signing bonus........ 2... 0.0... eee eee —_— 19.5 — 
Supplemental unemployment benefits ....................00.000. — 18.0 — 
U.S. salary workforce reductions.............. 0.000000 ee eee eee 6.2 11.8 Let 
Other ).5 2450 eaeGniedt tbe teid ber te ete bebe Sie eet 15.1 22.7 11.1 
Deferred tax asset write-offs ...... 0.0.0.0... 0.0... eee eee —- 27 — 
MPOUAD sch cae dea, cect acts rca Sooe ae tea te cuca Bae ence en ee el eee da $169.3 $985.4 $88.4 


In addition, in 2009, we recorded an income tax benefit of $48.8 million for a tax refund claim related to 
newly enacted legislation providing for a special 5-year net operating loss (NOL) carryback election. 


These special charges, nonrecurring operating costs and special NOL carrybacks are described in further 
detail in the sections “GROSS PROFIT (LOSS)”, “SELLING, GENERAL AND ADMINISTRATIVE 
EXPENSES (SG&A)” and “INCOME TAX EXPENSE (BENEFIT).” 


NET SALES Net sales were $1,521.6 million in 2009 as compared to $2,109.2 million in 2008 and 
$3,248.2 million in 2007. 


Our sales in 2009, as compared to 2008, reflect a decrease of approximately 22% in production volumes 
for the major full-size truck and SUV programs we currently support for GM and Chrysler and a decrease of 
approximately 76% in products supporting GM’s mid-size light truck and SUV programs. These decreases in 
sales in 2009 reflect the adverse impact of extended production shutdowns at GM and Chrysler, which is 
estimated at $304.3 million. The decrease in sales also reflects general adverse economic conditions, the 
difficult market conditions in the automotive industry and the cancellation of GM’s mid-size SUV program. 


Our sales in 2008, as compared to 2007, reflect a decrease of approximately 41% in production volumes 
for the major full-size truck and SUV programs we currently support for GM and Chrysler and a decrease of 
approximately 53% in production volumes for the products supporting GM’s mid-size light truck and SUV 
programs. These decreases reflected the general decline in consumer spending as a result of the deteriorating 
global economic conditions and uncertain credit markets, the reduction in consumer demand for the customer 
programs we support and customer decisions to limit production and reduce inventories of unsold vehicles. On 
February 25, 2008, the International United Automobile, Aerospace and Agricultural Implement Workers of 
America (UAW) called a strike at our original U.S. locations that lasted 87 days. Sales in 2008 reflect the 
adverse impact of the International UAW strike, which was estimated at $414.0 million. 


Our content-per-vehicle (as measured by the dollar value of our products supporting GM’s North 
American light truck platforms and the Dodge Ram program) increased to $1,403 in 2009 as compared to 
$1,391 in 2008 and $1,293 in 2007. The increase in 2009 as compared to 2008 is primarily due to mix shifts 
favoring full-size trucks and SUV programs and an increase in the recognition of deferred revenue related to 
agreements with GM, partially offset by a reduction in metal market adjustments. The increase in 2008 as 
compared to 2007 was due to higher customer pricing pass throughs (including metal market adjustments), 
increased content on the GM full-size programs and mix shifts favoring full-size trucks and SUV programs. 
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Our 4WD/AWD penetration rate was 64.1% in 2009 as compared to 64.8% in 2008 and 63.6% in 2007. 
We define 4+WD/AWD penetration as the total number of front axles we produce divided by the total number 
of rear axles we produce for the vehicle programs we support. 


GROSS PROFIT (LOSS) _ Gross profit (loss) was a loss of $31.1 million in 2009 as compared to a loss 
of $865.2 million in 2008 and a profit of $278.4 million in 2007. Gross margin was negative 2.0% in 2009 as 
compared to negative 41.0% in 2008 and 8.6% in 2007. The changes in gross loss and gross margin in 2009 
as compared to 2008 reflects the impact of lower special charges, structural cost reductions resulting from the 
2008 labor agreements with the International UAW and related capacity reduction initiatives. The gross loss 
and gross margin in 2009 includes the adverse impact of extended production shutdowns at GM and Chrysler, 
which is estimated at $95.0 million. 


The change in gross profit (loss) and gross margin in 2008 as compared to 2007 reflects the impact of 
lower sales and significant special charges and other nonrecurring operating costs. In addition, the gross loss 
and gross margin in 2008 includes the adverse impact of the International UAW strike, which was estimated at 
$129.4 million. 


The following special charges and other nonrecurring items impacted gross profit (loss) in 2009, 2008 
and 2007: 


Asset impairments, indirect inventory obsolescence and idled leased assets In the second quarter of 
2009, we identified the following impairment indicators: 


* new capacity rationalization actions taken by GM and Chrysler as a result of their bankruptcy filings 
and subsequent reorganization plans, including extended production shutdowns, for many of the 
programs we currently support; and 


¢ changes in our operating plans, including the idling and consolidation of a significant portion of our 
Detroit Manufacturing Complex, made necessary by extended production shutdowns and other program 
delays and sourcing decisions taken by our customers in the second quarter of 2009. 


We recorded asset impairment charges of $147.8 million in 2009, associated with the permanent idling of 
certain assets and the writedown of the carrying value of certain assets that were “held for use” to their 
estimated fair value. 


As a result of the reduction in the projected usage of machinery and equipment due to the impairment 
indicators discussed above, certain machine repair parts and other indirect inventory were determined to be 
obsolete. We recorded a charge of $3.9 million in 2009 related to the write down of the net book value of 
these assets to their estimated net realizable value. 


We also recorded a special charge of $21.1 million for the estimated fair value of obligations for leased 
assets that were permanently idled in 2009. 


We recorded asset impairment charges of $552.6 million in 2008 primarily associated with the permanent 
idling of certain assets as a result of the significant decline in market demand and customer production 
schedules. We recorded asset impairment charges of $11.6 million in 2007 primarily associated with idling a 
portion of our production capacity in the U.S. dedicated to the mid-size light truck product range and other 
capacity reduction initiatives. As a result of the reduction in the projected usage of machinery and equipment 
due to the impairment indicators discussed above, certain machine repair parts and other indirect inventory 
were also determined to be obsolete. We recorded special charges of $46.4 million in 2008 related to the write 
down of these assets to their estimated net realizable value. We also recorded a special charge of $4.7 million 
for the fair value of obligations for assets under operating leases that were idled during 2008. 


U.S. hourly workforce and benefit reductions We recorded a net gain of $65.3 million for the 
curtailment of certain pension and other postretirement benefits (OPEB) related to our hourly workforce in 
2009. These curtailments primarily relate to UAW-represented associates at our original U.S. locations who 
have elected to accelerate their remaining buydown program payments and terminate employment with AAM 
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in 2009. We also recorded $18.0 million in special charges related to ongoing attrition programs and related 
statutory benefits. 


In 2008, we recorded a special charge of $195.1 million for the U.S. hourly workforce and benefit 
reductions provided pursuant to attrition programs at our original U.S. locations, including our Special 
Separation Program (SSP). This charge includes $218.7 million related to estimated postemployment costs, 
$61.8 million of special and contractual termination pension and OPEB and a gain of $85.4 million for the 
curtailment and settlement of certain pension and OPEB liabilities. 


We recorded a special charge of $56.2 million in 2007 as a result of attrition programs offered to hourly 
associates at our Buffalo Gear, Axle & Linkage facility. This charge includes $42.3 million related to the 
estimated postemployment costs and $13.9 million for the curtailment of certain pension and OPEB and 
related special termination benefits related to the Buffalo Separation Program. In 2007, we also recorded a 
special charge of $7.8 million as a result of a voluntary separation incentive program offered to certain IAM 
represented associates. 


Acceleration of buydown program expense In 2008, an involuntary program (BDP) was initiated for 
1,525 associates that did not elect to participate in the SSP and continued employment with AAM. Under the 
BDP, three annual lump-sum payments are made to associates in connection with, among other things, a base 
wage decrease. We recorded a special charge of $22.5 million in 2009 for the increase in estimate of the 
number of UAW-represented associates at our original locations that are expected to be permanently idled 
throughout the term of the 2008 labor agreements or voluntarily elect to accelerate their remaining payments 
and terminate employment. 


In 2008, we recorded a special charge of $51.9 million for the estimated amount of BDP payments to be 
paid to permanently idled associates throughout the 2008 labor agreements. This represented management’s 
best estimate of the portion of the total BDP payments that would not result in a future benefit to the 
Company. 


Ratification signing bonus As part of our 2008 labor agreements with the International UAW, we 
recorded special charges of $19.5 million in 2008 for lump-sum ratification bonuses paid to UAW and IAM- 
represented associates. 


Supplemental unemployment benefits In 2008, we recorded a special charge of $18.0 million relating 
to supplemental unemployment benefits (SUB) to be paid to current UAW represented associates during the 
2008 labor agreements that expire in February 2012. The 2008 labor agreements between AAM and the 
International UAW contain a SUB provision, pursuant to which we are required to pay eligible idled workers 
certain benefits. Our obligation for SUB payments is limited to $18.0 million and once this limit is reached, 
the SUB program will be terminated. 


Salaried workforce reductions In 2009, we recorded net special charges in cost of goods sold of 
$3.8 million related to U.S. salaried workforce reductions and a voluntary salaried retirement incentive 
program (SRIP), which includes a charge for postemployment and special termination benefits and a gain for 
the curtailment of certain pension and other postretirement benefits. In 2008, we recorded a special charge to 
cost of goods sold of $7.8 million in connection with a SRIP and the estimated postemployment benefits 
related to salaried workforce reductions. In 2007, we recorded $1.7 million of net special charges which 
included a charge for postemployment benefits and a gain related to the curtailment of certain pension and 
OPEB as a result of salaried workforce reductions. 


Other Other special charges and nonrecurring operating costs recorded in cost of goods sold were 
$14.9 million, $24.7 million and $11.1 million in 2009, 2008 and 2007, respectively. This includes plant idling 
and closure costs, charges related to the redeployment of assets to support capacity utilization initiatives, 
estimated postemployment benefits to be paid to associates in our European operations and restructuring 
accrual adjustments to update previous estimates based on actual results. 
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SELLING, GENERAL AND ADMINISTRATIVE EXPENSES (SG&A) SG&A (including R&D) 
was $172.7 million in 2009 as compared to $185.4 million in 2008 and $202.8 million in 2007. SG&A as a 
percentage of net sales was 11.3% in 2009, 8.8% in 2008 and 6.2% in 2007. SG&A in 2009 includes special 
charges of $2.6 million, which primarily relate to salaried workforce reductions. In addition, we incurred 
approximately $9.0 million of professional fees related to restructuring actions. SG&A in 2008 includes a 
charge of $4.0 million for the estimated costs related to salaried workforce reductions and a credit of 
$2.0 million that relates to other restructuring accrual adjustments. Details of the salaried workforce reductions 
are discussed in Gross Profit (Loss). 


The decrease in SG&A in 2009 as compared to 2008 is primarily a result of structural cost reduction 
efforts. SG&A in 2008 as compared to 2007 reflects cost cutting initiatives, as well as lower profit sharing 
accruals and stock-based compensation expense due to a net loss and stock price depreciation in 2008. 


R&D In 2009, R&D spending in product, process and systems was $67.0 million as compared to 
$85.0 million in 2008 and $80.4 million in 2007. The focus of this investment continues to be developing 
innovative driveline and drivetrain systems and components for light trucks, SUVs, passenger cars, crossover 
vehicles and commercial vehicles in the global marketplace. Product development in this area includes power 
transfer units, transfer cases, driveline and transmission differentials, multipiece driveshafts, halfshafts, torque 
transfer devices, and front and rear drive axles. We continue to focus on electronic integration in our existing 
and future products to advance their performance. We also continue to support the development of hybrid 
vehicle systems. Special focus is also placed on the development of products and systems that provide our 
customers with advancements in efficiency and fuel economy. Our efforts in these areas have resulted in the 
development of prototypes and various configurations of these driveline systems for several OEMs throughout 
the world. 


OPERATING INCOME (LOSS) Operating income (loss) was a loss of $203.8 million in 2009 as 
compared to a loss of $1,050.6 million in 2008 and income of $75.6 million in 2007. Operating margin was 
negative 13.4% in 2009 as compared to a margin of negative 49.8% in 2008 and 2.3% in 2007. The changes 
in operating income and operating margin in 2009, 2008 and 2007 were due to the factors discussed in Gross 
Profit (Loss) and SG&A. 


INTEREST EXPENSE Interest expense was $84.5 million in 2009, $70.4 million in 2008 and 
$61.6 million in 2007. The increase in interest expense in 2009 as compared to 2008 reflects an increase in 
interest rates and higher average outstanding borrowings. Interest expense increased in 2008 as compared to 
2007 primarily due to higher average outstanding borrowings. 


The weighted-average interest rate of our total debt outstanding was 7.3%, 7.2% and 8.1% during 2009, 
2008 and 2007, respectively. We expect interest expense in 2010 to be between approximately $90 million and 
$95 million. 


INVESTMENT INCOME Investment income was $2.0 million in 2009, $2.5 million in 2008 and 
$9.3 million in 2007. Investment income includes dividends earned on cash and cash equivalents and short- 
term investments during the period. Investment income includes a loss of $1.3 million and $5.5 million as a 
result of an other-than-temporary decline in the fair value of our short-term investments in 2009 and 2008, 
respectively. 


OTHER INCOME (EXPENSE) Following are the components of Other Income (Expense) for 2009, 
2008 and 2007: 


Debt refinancing and redemption costs In 2009, we expensed $7.7 million of unamortized debt 
issuance costs related to the voluntary prepayment of our term loan and a portion of our Amended Revolving 
Credit Facility that was scheduled to become due April 2010. In 2007, we expensed $5.5 million of 
unamortized debt issuance costs and prepayment premiums related to the voluntary prepayment of our 
$250.0 million Term Loan due 2010. 


Other, net Other, net, which includes the net effect of foreign exchange gains and losses and our 
proportionate share of earnings from equity in unconsolidated subsidiaries, was expense of $3.1 million in 
2009, $2.8 million in 2008 and $0.2 million in 2007. 
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INCOME TAX EXPENSE (BENEFIT) Income tax expense (benefit) was a benefit of $43.8 million in 
2009 as compared to an expense of $103.3 million in 2008 and benefit of $19.4 million in 2007. Our effective 
income tax rate was 14.7% in 2009 as compared to negative 9.2% in 2008 and negative 110.7% in 2007. 


The following is a reconciliation of our provision for income taxes to the expected amounts using 
statutory rates: 


2009 2008 2007 
Federal stamtory oiccis cess is hace Paces Se Vat eng alge ea a alse ee 35.0% 35.0% 35.0% 
Foreign income taXeS . 1... eee ee tee eee eta e een eee 11.6 2.2 (129.6) 
state and TOCA sg Me fen cen ses cides acetal © Seba dunked de abesare atyeschs nena we hed eka ces 0.1 — 6.6 
Federal tax. credits: 2... 66 ioe ee PR ee PGR OSE eee ee — — (29.8) 
Valuation allowance tic: 2x40 w ade lieneceeel eeer a ME awn One Pelee oe (10.2) (44.8) — 
U.S. tax on unremitted foreign earnings....................200 0000. (33.2) — — 
NOL carryback teflind ..2.....00 0:60 004 etude ete cosa eae ede eeaes 16.4 — — 
UMD ssc earache eet eee ecletsos as Bt tecav aes ten alte: Seb pena, re Oe eee 6.0) G6) — 71 
Effective income tax rate 2... eee eee 14.7% _(9.2)% (110.7)% 


Our income tax expense and effective tax rate for 2009 reflects the effect of recording a tax benefit 
related to the extension of the carryback period of our 2008 NOL, recording a valuation allowance against 
income tax benefits on losses in the U.S. and certain foreign subsidiaries and taxes on unremitted foreign 
earnings. The income tax expense and effective tax rate for 2008 reflects the effect of the valuation allowance 
that was recorded in 2008 in the U.S. and U.K. and the effect of not recording an income tax benefit on tax 
losses in the U.S. The 2007 income tax benefit is primarily the result of recognizing the deferred income tax 
benefit of current year losses in the U.S. and the tax rate impact of an increase in foreign source income, 
which carries a lower overall effective tax rate than U.S. income. In 2007, the change in the effective tax rate 
also reflects the impact of tax deductions on a smaller base of income (loss) before income taxes. 


In the fourth quarter of 2009, the U.S. Congress passed the Worker, Homeownership and Business Act of 
2009, which, among other things, extended the carryback period for most taxpayers from two years to up to 
five years for either 2008 or 2009 NOLs. This law permitted us to carryback our 2008 NOL to 2003. As a 
result of this special carryback election, we recorded an income tax benefit of $48.8 million in the fourth 
quarter 2009. In February 2010, we collected the $48.8 million refund in full. 


Accounting guidance for income taxes requires a deferred tax liability be established for the U.S. tax 
impact of undistributed earnings of foreign subsidiaries unless it can be shown that these earnings will be 
permanently reinvested outside the U.S. Prior to the fourth quarter of 2009, we did not provide for U.S. taxes 
relating to undistributed earnings of our foreign subsidiaries because we expected all accumulated and 
undistributed foreign earnings to be permanently reinvested in jurisdictions outside of the U.S. In 2009, our 
U.S. operations required significant cash funding. As a result, we believe these accumulated foreign earnings 
in certain jurisdictions are likely to be remitted to the U.S. as dividends or intercompany loans and have 
established a deferred tax liability of $118.8 million representing the estimated tax impact of the undistributed 
earnings of certain foreign subsidiaries. The remittance of these undistributed earnings may subject us to 
U.S. income taxes and certain foreign withholding taxes at the time of remittance. 


In 2008, we reviewed the likelihood that we would be able to realize the benefit of our U.S. deferred tax 
assets based on the revised near-term projected future operating results of our U.S. operations. We concluded 
that it was no longer “more likely than not” that we would realize our net deferred tax assets in the U.S. and 
recorded a charge to income tax expense in 2008 of $54.4 million to establish a full valuation allowance 
against these assets. We also reviewed the likelihood that we would be able to realize the benefit of our U.K. 
deferred tax assets based on the revised near-term projected future operating results of our U.K. operations. 
We concluded that it was no longer “more likely than not” that we would realize the benefit of our deferred 
tax assets in the U.K. and recorded a charge to income tax expense in 2008 of $8.3 million to establish a full 
valuation allowance against these assets. 


28 


NET INCOME (LOSS) ATTRIBUTABLE TO AAM AND EARNINGS (LOSS) PER SHARE (EPS) 
Net income (loss) attributable to AAM was a loss of $253.1 million in 2009 as compared to a loss of 
$1,224.3 million in 2008 and income of $37.0 million in 2007. Diluted earnings (loss) were a loss of $4.81 
per share in 2009 as compared to a loss of $23.73 per share in 2008 and earnings of $0.69 per share in 2007. 
Net Income (Loss) and EPS were primarily impacted by the factors discussed in Gross Profit (Loss), SG&A, 
Interest Expense, Debt Refinancing and Redemption Costs and Income Tax Expense (Benefit). 


LIQUIDITY AND CAPITAL RESOURCES 


Our primary liquidity needs are to fund debt service obligations, working capital investments, capital 
expenditures and our pension plan obligations. We also need to fund ongoing attrition programs and buydown 
payments included in the 2008 labor agreements with the International UAW. We believe that operating cash 
flow, available cash and cash equivalent balances and available committed borrowing capacity under our 
Amended Revolving Credit Facility will be sufficient to meet these needs. 


OPERATING ACTIVITIES Net cash provided by operating activities was $15.9 million in 2009 as 
compared to net cash used in operating activities of $163.1 million in 2008 and net cash provided by 
operating activities of $367.9 million in 2007. See below for more detail on important factors related to our 
cash flow from operations. 


Lower sales Cash flow from operations in 2009 and 2008 were adversely affected by significant 
reductions in revenues. This includes the impact of extended production shutdowns by our largest customers in 
2009, estimated at $95 million and the impact of the strike called by the International UAW in 2008, 
estimated at $129 million. 


Cash paid for restructuring charges We paid $60.1 million, $227.1 million and $80.9 million related 
to our ongoing restructuring actions in 2009, 2008 and 2007, respectively. In addition, as part of our 2008 
labor agreements, we paid $19.5 million of lump-sum ratification bonuses to UAW and IAM represented 
associates in 2008. We expect to make payments of approximately $15 million in 2010, $10 million in 2011 
and $6 million in 2012 related to our restructuring accrual as of December 31, 2009. 


Buydown program Under the BDP, three annual lump-sum payments are made to associates in 
connection with, among other things, a base wage decrease. We paid $19.6 million in 2009 for the second 
lump-sum BDP payment and $51.0 million in 2008 for the first lump-sum buydown payment. Associates who 
are indefinitely laid off for 30 days have the option to accelerate their remaining BDP lump-sum payments 
and terminate their employment with AAM. We made $49.6 million and $0.3 million of accelerated BDP 
payments in 2009 and 2008, respectively. We estimate the BDP payments to be approximately $25 million in 
2010, which includes those payments to be made to associates who may elect to accelerate their BDP 
payments and terminate employment with AAM. 


2009 Settlement and Commercial Agreement In the third quarter of 2009, we entered into the 2009 
Settlement and Commercial Agreement with GM. As part of this agreement, we received $110.0 million in the 
third quarter of 2009, $79.7 million of which is classified as cash flow from operations. 


As part of the 2009 Settlement and Commercial Agreement, we also agreed to expedited payment terms 
of “net 10 days” from GM through June 30, 2011 (as compared to previously existing terms of approximately 
45 days) in exchange for a 1% early payment discount. We estimate that the accelerated payment terms 
favorably impacted cash flow from operations by approximately $62 million in 2009. We may elect to extend 
the Expedited Payment Terms through December 31, 2013. Upon expiration of the Expedited Payment Terms, 
we will be paid on payment terms of approximately 50 days. 


2008 AAM-GM Agreement In 2008, we entered into an agreement with GM in connection with the 
resolution of the strike called by the International UAW (2008 AAM — GM Agreement) in which GM agreed 
to provide us with $175.0 million to support the transition of our UAW represented legacy labor at our 
original U.S. locations. We received $115.0 million in 2008 and collected the remaining $60.0 million from 
GM in 2009. 
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Pension and OPEB We contributed $24.9 million to our pension trusts in 2009 as compared to 
$5.2 million in 2008 and $19.9 million in 2007. This funding compares to our annual pension expense, 
including special and contractual termination benefits, of $13.5 million in 2009, $65.0 million in 2008 and 
$35.0 million in 2007. We expect our regulatory pension funding requirements in 2010 to be approximately 
$25 million. 


Our cash outlay for OPEB, net of GM cost sharing, was $16.1 million in 2009, $11.8 million in 2008 and 
$9.0 million in 2007. This compares to our annual postretirement benefit, including curtailments and 
settlements, of a credit of $55.7 million in 2009, a credit of $44.4 million in 2008 and expense of 
$50.3 million in 2007. We expect our cash outlay for other postretirement benefit obligations in 2010, net of 
GM cost sharing, to be approximately $15 million. 


Accounts receivable Accounts receivable at year-end 2009 were $129.7 million as compared to 
$186.9 million at year-end 2008 and $264.0 million at year-end 2007. The decrease in our year-end 2009 
accounts receivable balance primarily reflects the implementation of Expedited Payment Terms for GM. The 
decrease in 2008 as compared to 2007 reflects a decrease in sales in the fourth quarter of 2008 as compared to 
the fourth quarter of 2007. 


Inventories At year-end 2009, inventories were $90.6 million as compared to $111.4 million at year- 
end 2008 and $242.8 million at year-end 2007. The decrease in inventory in 2009 as compared to 2008 
reflects lower sales levels and the result of initiatives to reduce the amount of inventory on hand. The decrease 
in inventories in 2008 as compared to 2007 reflects lower sales levels, indirect inventory obsolescence due to 
reduced projected usage and the result of initiatives to reduce the amount of inventory on hand. The decrease 
in 2008 also includes the classification of $28.0 million from inventory to other noncurrent assets for indirect 
inventory that based on current sales projections, we did not expect to use within a year. 


Refundable income taxes At year-end 2009, prepaid assets and other on our Consolidated Balance 
Sheet included refundable income taxes of $52.7 million as compared to $6.6 million at year-end 2008 and 
$8.1 million at year-end 2007. The increase in refundable income taxes in 2009 as compared to 2008 and 
2007 is primarily due to the $48.8 million income tax benefit we recorded as a result of a special carryback 
election which enabled us to carryback our 2008 NOL to 2003. In February 2010, we collected the 
$48.8 million refund in full. 


Accounts payable At year-end 2009, accounts payable were $200.9 million as compared to 
$250.9 million at year-end 2008 and $313.8 million and year-end 2007. The reductions in accounts payable at 
year-end 2009 compared to year-end 2008 and at year-end 2008 compared to year-end 2007 primarily reflect 
lower business activity levels and reductions in capital expenditures. 


INVESTING ACTIVITIES Capital expenditures were $141.5 million in 2009, $140.2 million in 2008 
and $186.5 million in 2007. In 2009, our capital spending primarily supported the future launch of new 
vehicle programs within our new business backlog and the expansion of our global manufacturing footprint. 


We expect our capital spending in 2010 to be in the range of $80 million — $100 million, which includes 
support for our significant global program launches in 2010 and 2011 within our new business backlog. 


In 2008, redemptions were temporarily suspended for certain money-market and other similar funds in 
which we invest. Accordingly, we reclassified $117.2 million from cash and cash equivalents to short-term 
investments on our Consolidated Balance Sheet. We received $71.6 million and $40.1 million of redemptions 
in 2009 and 2008, respectively, and the fair value of the remaining investment in these funds is $4.2 million as 
of December 31, 2009. As of the date of this filing, we have received $1.4 million of redemptions in 2010. 


In the first quarter of 2009, we formed a joint venture (JV) with Hefei Automobile Axle Co, Ltd., 
(HAAC), a subsidiary of the JAC Group (Anhui Jianghuai Automobile Group Co, Ltd). We made an 
investment of $10.2 million related to the formation of this JV. In 2008, we made a cash payment to 
FormTech Industries LLC of $10.7 million related to an asset purchase agreement. 
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FINANCING ACTIVITIES Net cash provided by financing activities was $32.1 million in 2009 as 
compared to $254.5 million in 2008 and $148.3 million in 2007. Total debt outstanding was $1,071.4 million 
at year-end 2009, $1,139.9 million at year-end 2008 and $858.1 million at year-end 2007. Total debt 
outstanding decreased by $68.5 million at year-end 2009 as compared to year-end 2008 primarily due to lower 
borrowings under the Amended Revolving Credit Facility. The increase in total debt outstanding at year-end 
2008 as compared to year-end 2007 was primarily due to higher borrowings under our Revolving Credit 
Facility and the net cash outflow for operating activities. 


Issuance of Common Stock In the fourth quarter of 2009, we sold 16.1 million shares of AAM’s 
common stock, par value $0.01 per share, in a public offering at a price of $7.20 per share for total net 
proceeds of approximately $109.7 million. We intend to use the net proceeds from the sale of our common 
stock for general corporate purposes. 


Amended Revolving Credit Facility On December 18, 2009, we entered into a Revolving Credit 
Amendment and Restatement Agreement under which the Credit Agreement dated as of January 9, 2004 was 
amended and restated. The Amended Revolving Credit Facility provides up to $296.3 million of revolving 
bank financing commitments through December 2011 and $243.2 million of revolving bank financing 
commitments through June 2013. At December 31, 2009, $60.0 million was outstanding and $198.5 million 
was available under the Revolving Credit Facility, which reflected a reduction of $37.8 million for standby 
letters of credit issued against the facility. 


On December 18, 2009, concurrent with the closing on the Amended Revolving Credit Facility, we 
voluntarily prepaid and terminated $107.5 million of our Amended Revolving Credit Facility which was 
scheduled to become due April 2010. Upon repayment, we expensed $0.3 million of unamortized debt 
issuance costs. We had been amortizing the debt issuance costs over the expected life of the borrowing. In 
2009, we paid debt issuance costs of $14.5 million associated with the amendments and restatements of our 
Revolving Credit Facility. 


Borrowings under the Amended Revolving Credit Facility will continue to bear interest at rates based on 
adjusted LIBOR or an alternate base rate, plus an applicable margin. The applicable margin for a LIBOR 
based loan for lenders is currently 6.0%. 


Under the Amended Revolving Credit Facility, we are required to comply with financial covenants related 
to secured indebtedness leverage and cash interest expense coverage. We will also be required to maintain an 
average daily minimum liquidity of $85 million until June 30, 2010 and to comply with a collateral coverage 
test thereafter. The Amended Revolving Credit Facility limits our ability to make certain investments, declare 
or pay dividends or distributions on capital stock, redeem or repurchase capital stock and certain debt 
obligations, incur liens, incur indebtedness, or merge, make acquisitions and sell assets. 


The Amended Revolving Credit Facility is secured on a first priority basis by substantially all of the 
assets of AAM Holdings, American Axle & Manufacturing, Inc. (AAM, Inc.) and each guarantor, including a 
pledge of all capital stock of the U.S. subsidiaries of AAM Holdings and each guarantor and a portion of the 
capital stock of AAM Holdings and each guarantor’s first-tier foreign subsidiaries. In addition, obligations 
under the Amended Revolving Credit Facility are guaranteed by AAM Holdings and our U.S. subsidiaries, all 
of which are directly owned by the borrower. 


9.25% Notes In the fourth quarter of 2009, we issued $425.0 million of 9.25% senior secured notes due 
2017 (9.25% Notes). The notes were issued at a discount of $5.5 million. Net proceeds from these notes were 
used for the repayment of all amounts outstanding under our Amended Term Loan and to repay certain 
outstanding amounts under the Amended Revolving Credit Facility. In 2009, we paid debt issuance costs of 
$12.6 million related to the 9.25% Notes. 


The 9.25% Notes share the collateral package equally and ratably with the Amended Revolving Credit 
Facility as described above. The indenture governing the 9.25% Notes limits our ability to make certain 
investments, declare or pay dividends or distributions on capital stock, redeem or repurchase capital stock and 
certain debt obligations, incur liens, incur indebtedness, transact with affiliates or merge, make acquisitions 
and sell assets. 
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If the Second Lien Term Loan Facility with GM has not been refinanced in full (or terminated and repaid 
without refinancing) on or prior to June 30, 2013, each holder of the 9.25% Notes will have the right to 
require us to repurchase all or any part of the 9.25% Notes in cash on September 30, 2013. 


Amended Term Loan On December 18, 2009, we voluntarily prepaid the amounts outstanding under 
our $250.0 million Amended Term Loan. Upon repayment, we expensed $6.1 million of unamortized debt 
issuance costs. We had been amortizing the debt issuance costs over the expected life of the borrowing. We 
paid $5.8 million of debt issuance costs related to the amendment and restatement of our Term Loan in the 
third quarter of 2009. 


Second Lien Term Loan Facility Under the 2009 Settlement and Commercial Agreement, we entered 
into a $100.0 million Second Lien Term Loan Facility with GM. Borrowings under this facility, if any, will 
bear interest at LIBOR (with a 2% floor) plus 12%. The Second Lien Term Loan Facility is not prepayable 
until June 30, 2011, unless the source of such prepayment is cash generated in AAM’s ordinary course 
business operations and is subject to an intercreditor agreement with existing senior lenders and cannot be 
terminated prior to June 30, 2011. Until then, if we require additional liquidity that cannot be satisfied by 
utilizing a combination of the Expedited Payment Terms, proceeds from sales of common equity, proceeds 
from the issuance of equity linked securities, cash generated from ordinary course business operations, 
availability under existing credit facilities (including certain permitted indebtedness), or a permitted 
refinancing (as set forth in the Second Lien Term Loan Facility), we will be required to borrow under the 
Second Lien Term Loan Facility. As of the date of this filing, we have not borrowed under this facility. 


As part of the 2009 Settlement and Commercial Agreement, we granted GM a contingent right of access 
to certain of our facilities and a security interest in certain operating assets, certain real estate and intellectual 
property used in production of GM component parts. Upon the occurrence of certain specified events, which 
generally involve a material and imminent breach of our supply obligations at a particular facility, GM may 
elect to access and use the operating assets and real estate used to manufacture, process and ship GM 
component parts produced at specified AAM facilities for a period of up to 360 days after invoking its right of 
access. GM would also have the right to resource component part production to alternative suppliers. The right 
of access would continue for ninety days following the later of repayment and termination of the Second Lien 
Term Loan Facility and termination of the Expedited Payment Terms. If we do not maintain compliance with 
the Secured Debt Leverage Ratio under the Amended Revolving Credit Facility as of March 31, 2011 (without 
regard to a waiver, amendment, forbearance or modification of such covenant granted by the Amended 
Revolving Credit Facility lenders), GM’s right of access will be extended through March 31, 2012. 


7.875% Notes In 2007, we issued $300.0 million of 7.875% senior unsecured notes due 2017 
(7.875% Notes). Net proceeds from these notes were used for general corporate purposes, including payment 
of amounts outstanding under our Revolving Credit Facility. We paid debt issuance costs of $5.2 million 
related to the 7.875% Notes in 2007. 


5.25% Notes The 5.25% Notes are senior unsecured obligations due February 2014. 


2.00% Convertible Notes In 2006, the 2.00% Senior Convertible Notes due 2024 became convertible 
into cash under terms of the indenture. A total of $2.3 million of the notes were converted into cash in 2008 
and $0.4 million of the notes remain outstanding as of December 31, 2009. 


Foreign credit facilities We utilize local currency credit facilities to finance the operations of certain 
foreign subsidiaries. At December 31, 2009, $34.1 million was outstanding under these facilities and an 
additional $12.2 million was available. 
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Debt covenants As of the date of this filing, we are in compliance with all of our debt covenants. 


Credit ratings Our current credit ratings and outlook, as of the date of this filing, are summarized in 
the table below. 


Corporate Family Secured Senior Unsecured Senior 


Rating Notes Rating Notes Rating Outlook 
Standard & Poor’s............... B- B CCC Stable 
Moody’s Investors Services ........ Caa2 B2 Caa3 Stable 
Fitch Ratings................0.. B- B+ CC Stable 


Stock warrants Under the 2009 Settlement and Commercial Agreement, we issued to GM five year 
warrants, which entitle GM to purchase 4.1 million shares of AAM’s common stock at an exercise price of 
$2.76 per share. If we borrow against the Second Lien Term Loan Facility, we will issue GM additional 
warrants to purchase a pro rata portion, based upon the amount drawn, of up to an additional 6.9 million 
shares of AAM’s common stock at an exercise price of $2.76 per share. These warrants will expire on 
September 16, 2014. We have classified $30.3 million of the payment received from GM as part of the 2009 
Settlement and Commercial Agreement as cash flow from financing activities, which represents the grant date 
fair value of the warrants issued to GM on September 16, 2009. 


Dividend program In 2009, the Company’s Board of Directors decided to suspend the quarterly cash 
dividend. We paid $18.3 million and $31.8 million to stockholders of record under the quarterly cash dividend 
program during 2008 and 2007, respectively. The decrease in dividend payments in 2008 relates to the 
reduction of the quarterly dividend from $0.15 per share to $0.02 per share beginning in the third quarter of 
2008. 


Off-balance sheet arrangements Our off-balance sheet financing relates principally to operating leases 
for certain facilities and manufacturing machinery and equipment. We lease certain machinery and equipment 
under operating leases with various expiration dates. Pursuant to these operating leases, we have the option to 
purchase the underlying machinery and equipment on specified dates. We have remaining lease repurchase 
options of $4.0 million in 2010. 


Contractual obligations The following table summarizes payments due on our contractual obligations 
as of December 31, 2009: 


Payments due by period 


(in millions) 
Long-term debt.............00 0000 cues $1,064.00 $17.1 $128 $3145 $ 719.6 
Interest obligations ..................0.. 530.8 65.7 158.1 147.5 159.5 
Capital lease obligations................. 7A 0.6 1.2 0.7 4.9 
Operating leases ©2000. eee ee eee 42.1 17.0 24.1 0.9 0.1 
Purchase obligations gee lae gle alice les el 4: as opr 76.3 68.7 7.6 —_ — 
Other long-term liabilities? .............. 699.1 59.8 142.2 143.1 354.0 
MOA! 3 outa os eee Se a tn ee $2,419.7 $228.9 $346.0 $606.7  $1,238.1 


(1) Operating leases include all lease payments through the end of the contractual lease terms, including 
elections for repurchase options, and exclude any non-exercised purchase options on such leased 
equipment. 


(2) Purchase obligations represent our obligated purchase commitments for capital expenditures and related 
project expense. 


(3) Other long-term liabilities represent our estimated pension and other postretirement benefit obligations 
that were actuarially determined through 2019, as well as our unrecognized income tax benefits. 
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CYCLICALITY AND SEASONALITY 


Our operations are cyclical because they are directly related to worldwide automotive production, which 
is itself cyclical and dependent on general economic conditions and other factors. Our business is also 
moderately seasonal as our major OEM customers historically have a two-week shutdown of operations in 
July and an approximate one-week shutdown in December. In addition, our OEM customers have historically 
incurred lower production rates in the third quarter as model changes enter production. Accordingly, our third 
quarter and fourth quarter results may reflect these trends. 


The automotive industry’s cyclicality was exacerbated in 2009 by GM’s extended summer production 
shutdown and Chrysler’s temporary idling of its manufacturing operations during its bankruptcy. 


LEGAL PROCEEDINGS 


We are involved in various legal proceedings incidental to our business. Although the outcome of these 
matters cannot be predicted with certainty, we do not believe that any of these matters, individually or in the 
aggregate, will have a material adverse effect on our financial condition, results of operations or cash flows. 


We are subject to various federal, state, local and foreign environmental and occupational safety and 
health laws, regulations and ordinances, including those regulating air emissions, water discharge, waste 
management and environmental cleanup. We closely monitor our environmental conditions to ensure that we 
are in compliance with applicable laws, regulations and ordinances. We have made, and will continue to make, 
capital and other expenditures to comply with environmental requirements, including recurring administrative 
costs. Such expenditures were not significant in 2009, 2008 and 2007. 


EFFECT OF NEW ACCOUNTING STANDARDS 


In February 2008, the FASB issued new accounting guidance which defers the effective date of a 
previously issued accounting standard for the fair value measurement of nonfinancial assets and nonfinancial 
liabilities, except for items that are recognized or disclosed at fair value in an entity’s financial statements on a 
recurring basis. We adopted the guidance on fair value measurements of nonfinancial assets and nonfinancial 
liabilities on January 1, 2009 and it did not have a material impact on our financial statements. 


In December 2007, the FASB issued new accounting guidance on noncontrolling interests in consolidated 
financial statements. This new guidance establishes new accounting and reporting standards for the 
noncontrolling interest in a subsidiary and for the deconsolidation of a subsidiary. We adopted the new 
guidance on January 1, 2009 and have retrospectively revised the financial statement presentation of our 
noncontrolling interests accordingly. 


In May 2008, the FASB issued new accounting guidance for the treatment of convertible debt instruments 
that may be settled in cash upon conversion (including partial cash settlement), which requires issuers of 
convertible debt securities within its scope to separate these securities into a debt component and an equity 
component, resulting in the debt component being recorded at fair value without consideration given to the 
conversion feature. Issuance costs are also allocated between the debt and equity components. This new 
guidance was effective for us on January 1, 2009 and the impact was not material. 


In June 2008, the FASB issued new accounting guidance on determining whether instruments granted in 
share-based payment transactions are participating securities. This new guidance concludes that unvested 
share-based payment awards that contain nonforfeitable rights to dividends or dividend equivalents are 
participating securities and shall be included in the computation of EPS pursuant to the two-class method. The 
new guidance was effective for us retrospectively on January 1, 2009. The adoption of this new accounting 
guidance increased our basic and diluted shares outstanding by 2.0 million and 1.1 million for 2007. Adoption 
of this new guidance did not increase basic and diluted shares outstanding for 2009 and 2008 as we were in a 
loss position and the participating securities are not obligated to fund losses. 
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CRITICAL ACCOUNTING ESTIMATES 


In order to prepare consolidated financial statements in conformity with accounting principles generally 
accepted in the United States of America (GAAP), we are required to make estimates and assumptions that 
affect the reported amounts and disclosures in our consolidated financial statements. These estimates are 
subject to an inherent degree of uncertainty and actual results could differ from our estimates. 


Other items in our consolidated financial statements require estimation. In our judgment, they are not as 
critical as those disclosed below. We have discussed and reviewed our critical accounting estimates disclosure 
with the Audit Committee of our Board of Directors. 


PENSION AND OTHER POSTRETIREMENT BENEFITS In calculating our assets, liabilities and 
expenses related to pension and OPEB, key assumptions include the discount rate, expected long-term rates of 
return on plan assets and rates of increase in health care costs. 


The discount rates used in the valuation of our U.S. pension and OPEB obligations were based on an 
actuarial review of a hypothetical portfolio of long-term, high quality corporate bonds matched against the 
expected payment stream for each of our plans. In 2009, the discount rates determined on that basis ranged 
from 5.75% to 6.35% for the valuation of our pension benefit obligations and ranged from 5.95% to 6.05% for 
the valuation of our OPEB obligations. The discount rate used in the valuation of our U.K. pension obligation 
was based on a review of long-term bonds, including published indices in the applicable market. In 2009, the 
discount rate determined on that basis was 5.70%. The expected long-term rates of return on our plan assets 
were 8.00% for our U.S. plans and 6.25% for our U.K. plan in 2009. We developed these rates of return 
assumptions based on future capital market expectations for the asset classes represented within our portfolio 
and a review of long-term historical returns. The asset allocation for our plans was developed in consideration 
of the demographics of the plan participants and expected payment stream of the liability. In consideration of 
the significant plan design changes to our largest U.S. plan in 2009, we have adopted an investment policy 
with a higher allocation to fixed income securities. Our investment policy allocates 50-70% of the plans’ 
assets to equity securities, depending on the plan, with the remainder invested in fixed income securities, 
hedge fund investments and cash. The rates of increase in health care costs are based on current market 
conditions, inflationary expectations and historical information. 


All of our assumptions were developed in consultation with our actuarial service providers. While we 
believe that we have selected reasonable assumptions for the valuation of our pension and OPEB obligations at 
year-end 2009, actual trends could result in materially different valuations. 


The effect on our pension plans of a 0.5% decrease in both the discount rate and expected return on 
assets is shown below as of December 31, 2009, our valuation date. 


Expected 
Discount Return on 
Rate Assets 
(in millions) 
Decline in funded status... 0.0... 2 ee eens $46.4 N/A 
Increasé 1m).2009 éxpense. 2... ik nbhe ede Gee pease bewe wee aed $ 1.0 $ 2.0 


No changes in benefit levels and no changes in the amortization of gains or losses have been assumed. 


For 2010, we assumed a weighted average annual increase in the per-capita cost of covered health care 
benefits of 8.00% for OPEB. The rate is assumed to decrease gradually to 5% by 2016 and remain at that 
level thereafter. A 0.5% decrease in the discount rate for our OPEB would have increased total service and 
interest cost in 2009 and the postretirement obligation at December 31, 2009 by $0.5 million and 
$18.0 million, respectively. A 1.0% increase in the assumed health care trend rate would have increased total 
service and interest cost in 2009 and the postretirement obligation at December 31, 2009 by $2.0 million and 
$53.9 million, respectively. 


As part of our 2009 Settlement and Commercial Agreement, GM confirmed its obligation to share in the 
cost of OPEB for eligible retirees proportionally based on the length of service an employee had with AAM 
and GM. We estimate the future cost sharing payments and present it as an asset on our Consolidated Balance 
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Sheet. As of December 31, 2009, we estimated $229.3 million in future GM cost sharing. If, in the future, GM 
was unable to fulfill this financial obligation, our OPEB expenses may be different than our current estimates. 


ENVIRONMENTAL OBLIGATIONS Due to the nature of our operations, we have legal obligations 
to perform asset retirement activities related to federal, state, local and foreign environmental requirements. 
The process of estimating environmental liabilities is complex and significant uncertainty exists related to the 
timing and method of the settlement of these obligations. Therefore, these liabilities are not reasonably 
estimable until a triggering event occurs that allows us to estimate a range and possibilities of potential 
settlement dates, and the potential methods of settlement. 


As a result of the plant closures, idling and consolidation of facilities in 2009 and 2008, the methods and 
timing of certain asset retirement obligations related to these facilities became reasonably estimable. Based on 
management’s best estimate of the costs, methods and timing of the settlement of these obligations, we 
recorded a charge of $1.0 million in both 2009 and in 2008. As of December 31, 2009, the accrual for this 
liability was $1.3 million. In the future, we will update our estimated costs and potential settlement dates and 
methods and their associated probabilities based on current information. Any update may change our best 
estimate and could result in a material adjustment to this liability. 


GOODWILL We review our goodwill for impairment annually during the fourth quarter. In addition, 
we review goodwill for impairment whenever adverse events or changes in circumstances indicate a possible 
impairment. This review utilizes a two-step impairment test required by the accounting guidance covering 
goodwill and other indefinite-lived intangibles. The first step involves a comparison of the fair value of a 
reporting unit with its carrying value. If the carrying value of the reporting unit exceeds its fair value, the 
second step of the process involves a comparison of the fair value of goodwill with its carrying value. If the 
carrying value of the reporting unit’s goodwill exceeds the fair value of that goodwill, an impairment loss is 
recognized in an amount equal to the excess. 


The determination of our reporting units, impairment indicators and the fair value of those reporting units 
and corresponding goodwill require us to make significant judgments and estimates, including the extent and 
timing of future cash flows. As part of the determination of future cash flows, we need to make assumptions 
on future general economic conditions, business projections, growth rates and discount rates. These 
assumptions require significant judgment and are subject to a considerable degree of uncertainty. We believe 
that the assumptions and estimates in our review of goodwill for impairment are reasonable. However, 
different assumptions could materially effect our conclusions on this matter. We performed our annual analysis 
in the fourth quarter and determined there was no impairment to goodwill in 2009. 


IMPAIRMENT OF LONG-LIVED ASSETS Long-lived assets, excluding goodwill and other 
indefinite-lived intangible assets, to be held and used are reviewed for impairment whenever adverse events or 
changes in circumstances indicate a possible impairment. Recoverability of each “held for use” asset group 
affected by impairment indicators is determined by comparing the forecasted undiscounted cash flows of the 
operations to which the assets relate to their carrying amount. If the carrying amount of an asset group 
exceeds the undiscounted cash flows and is therefore nonrecoverable, the assets in this group are written down 
to their estimated fair value. We estimate fair value based on market prices, when available, or on a 
discounted cash flow analysis. Long-lived assets held for sale are recorded at the lower of their carrying 
amount or fair value less cost to sell. Significant judgments and estimates used by management when 
evaluating long-lived assets for impairment include: 


e An assessment as to whether an adverse event or circumstance has triggered the need for an impairment 
review; 

¢ Determination of asset groups, the primary asset within each group, and the primary asset’s average 
estimated useful life; 


¢ Undiscounted future cash flows generated by the assets; and 


¢ Determination of fair value when an impairment is deemed to exist, which may require assumptions 
related to future general economic conditions, future expected production volumes, product pricing and 
cost estimates, working capital and capital investment requirements, discount rates and estimated 
liquidation values. 
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Refer to the “Results of Operations — Gross Profit (Loss)” section for more information on our asset 
impairments recorded in 2009, 2008 and 2007. 


ESTIMATED USEFUL LIVES FOR DEPRECIATION At December 31, 2009, approximately 80% 
of our capitalized investment in property, plant and equipment was related to productive machinery and 
equipment used in support of our manufacturing operations. The selection of appropriate useful life estimates 
for such machinery and equipment is a critical element of our ability to properly match the cost of such assets 
with the operating profits and cash flow generated by their use. We currently depreciate productive machinery 
and equipment on the straight-line method using composite useful life estimates up to 12 years. 


While we believe that the useful life estimates currently being used for depreciation purposes reasonably 
approximate the period of time we will use such assets in our operations, unforeseen changes in product 
design and technology standards or cost, quality and delivery requirements may result in actual useful lives 
that differ materially from the current estimates. 


VALUATION OF DEFERRED TAX ASSETS AND OTHER TAX LIABILITIES — Because we 
operate in many different geographic locations, including several foreign, state and local tax jurisdictions, the 
evaluation of our ability to use all recognized deferred tax assets is complex. 


We are required to estimate whether recoverability of our deferred tax assets is more likely than not, 
based on forecasts of taxable income in the related tax jurisdictions. In these estimates, we use historical 
results, projected future operating results based upon approved business plans, eligible carryforward periods, 
tax planning opportunities and other relevant considerations. This includes the consideration of tax law 
changes, prior profitability performance and the uncertainty of future projected profitability. 


In the fourth quarter of 2009, the U.S. Congress passed the Worker, Homeownership and Business Act of 
2009 which, among other things, extended the NOL carryback period for most taxpayers from two years to up 
to five years for either 2008 or 2009 NOLs. This law enables us to carryback our 2008 NOL to 2003. As a 
result of this special carryback election, we recorded an income tax benefit of $48.8 million in the fourth 
quarter 2009. 


As of December 31, 2009 and 2008, we had valuation allowances of $559.7 million and $581.8 million 
respectively. These valuation allowances mainly related to the full valuation allowances on our U.S. net 
deferred tax assets. In 2008, we concluded that it was no longer “more likely than not” that we would realize 
our net deferred tax assets in the U.S. We also have valuation allowances for net deferred tax assets related to 
certain foreign jurisdictions. 


If, in the future, we generate taxable income on a sustained basis in the U.S. or in foreign jurisdictions 
for which we have recorded valuation allowances, our current estimate of the recoverability of our deferred tax 
assets could change and result in the future reversal of some or all of the valuation allowance. While we 
believe we have made appropriate valuations of our deferred tax assets, unforeseen changes in tax legislation, 
regulatory activities, audit results, operating results, financing strategies, organization structure and other 
related matters may result in material changes in our deferred tax asset valuation allowances or our tax 
liabilities. 


To the extent our uncertain tax positions do not meet the “more likely than not” threshold, we have 
derecognized such positions. To the extent our uncertain tax positions meet the “more likely than not” 
threshold, we have measured and recorded the highest probable benefit, and have established appropriate 
reserves for benefits that exceed the amount likely to be defended upon examination. 


As of December 31, 2009 and 2008, we have recorded a liability for unrecognized income tax benefits 
and related interest and penalties of $55.9 million and $45.8 million, respectively. Our U.S. federal and certain 
state income tax returns and certain non-U.S. income tax returns are currently under various stages of audit by 
the relevant tax authorities. We will continue to monitor the progress and conclusions of all ongoing audits 
and will adjust our estimated liability as necessary. 
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Forward-Looking Statements 


In this MD&A and elsewhere in this Annual Report, we make certain statements concerning our 
expectations, beliefs, plans, objectives, goals, strategies, and future events or performance. Such statements are 
“forward-looking” statements within the meaning of the Private Securities Litigation Reform Act of 1995 and 
relate to trends and events that may affect our future financial position and operating results. The terms “will,” 
“may,” “could,” “would,” “plan,” “believe,” “expect,” “anticipate,” “intend,” “project” and similar words or 
expressions are intended to identify forward-looking statements. 
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Forward-looking statements should not be read as a guarantee of future performance or results, and will 
not necessarily be accurate indications of the times at, or by, which such performance or results will be 
achieved. Forward-looking statements are based on information available at the time those statements are 
made and/or management’s good faith belief as of that time with respect to future events and are subject to 
risks and may differ materially from those expressed in or suggested by the forward-looking statements. 
Important factors that could cause such differences include, but are not limited to: 


¢ global economic conditions; 


* our ability to comply with the definitive terms and conditions of various commercial and financing 
arrangements with GM; 


e reduced purchases of our products by GM, Chrysler or other customers; 


¢ reduced demand for our customers’ products (particularly light trucks and SUVs produced by GM and 
Chrysler); 


¢ availability of financing for working capital, capital expenditures, R&D or other general corporate 
purposes, including our ability to comply with financial covenants; 


* our customers’ and suppliers’ availability of financing for working capital, capital expenditures, R&D 
or other general corporate purposes; 


¢ the impact on us and our customers of requirements imposed on, or actions taken by, our customers in 
response to the U.S. government’s ownership interest, the Troubled Asset Relief Program or similar 
programs; 


¢ our ability to achieve cost reductions through ongoing restructuring actions; 

¢ additional restructuring actions that may occur; 

¢ our ability to achieve the level of cost reductions required to sustain global cost competitiveness; 
¢ our ability to maintain satisfactory labor relations and avoid future work stoppages; 


* our suppliers’, our customers’ and their suppliers’ ability to maintain satisfactory labor relations and 
avoid work stoppages; 


* our ability to continue to implement improvements in our U.S. labor cost structure; 
¢ supply shortages or price increases in raw materials, utilities or other operating supplies; 
* currency rate fluctuations; 


¢ our ability or our customers’ and suppliers’ ability to successfully launch new product programs on a 
timely basis; 


¢ our ability to realize the expected revenues from our new and incremental business backlog; 
¢ our ability to attract new customers and programs for new products; 
* our ability to develop and produce new products that reflect market demand; 


¢ lower-than-anticipated market acceptance of new or existing products; 
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¢ our ability to respond to changes in technology, increased competition or pricing pressures; 
* price volatility in, or reduced availability of, fuel; 


¢ adverse changes in laws, government regulations or market conditions affecting our products or our 
customers’ products (such as the Corporate Average Fuel Economy (“CAFE”) regulations); 


¢ adverse changes in the political stability of our principal markets (particularly North America, Europe, 
South America and Asia); 


¢ liabilities arising from warranty claims, product liability and legal proceedings to which we are or may 
become a party; 


¢ changes in liabilities arising from pension and other postretirement benefit obligations; 


¢ risks of noncompliance with environmental regulations or risks of environmental issues that could result 
in unforeseen costs at our facilities; 


¢ our ability to attract and retain key associates; 
¢ other unanticipated events and conditions that may hinder our ability to compete. 


It is not possible to foresee or identify all such factors and we make no commitment to update any 
forward-looking statement or to disclose any facts, events or circumstances after the date hereof that may 
affect the accuracy of any forward-looking statement. 


ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 
MARKET RISK 


Our business and financial results are affected by fluctuations in world financial markets, including 
interest rates and currency exchange rates. Our hedging policy has been developed to manage these risks to an 
acceptable level based on management’s judgment of the appropriate trade-off between risk, opportunity and 
cost. We do not hold financial instruments for trading or speculative purposes. 


CURRENCY EXCHANGE RISK _ From time to time, we use foreign currency forward contracts to 
reduce the effects of fluctuations in exchange rates, primarily relating to the Mexican Peso, Euro, Pound 
Sterling, Brazilian Real and Canadian Dollar. In the fourth quarter of 2009, we settled our outstanding foreign 
currency forward contracts and, as of December 31, 2009, there are no foreign currency contracts outstanding. 
A 10% change in any of these foreign currencies would not have had a material impact on our consolidated 
financial statements in 2009. 


Future business operations and opportunities, including the expansion of our business outside North 
America, may further increase the risk that cash flows resulting from these activities may be adversely 
affected by changes in currency exchange rates. If and when appropriate, we intend to manage these risks by 
utilizing local currency funding of these expansions and various types of foreign exchange contracts. 


INTEREST RATE RISK We are exposed to variable interest rates on certain credit facilities. From 
time to time, we use interest rate hedging to reduce the effects of fluctuations in market interest rates. 
Generally, we designate interest rate swaps as effective cash flow hedges of the related debt and reflect the net 
cost of such agreements as an adjustment to interest expense over the lives of the debt agreements. In the 
fourth quarter of 2008, we terminated our interest rate swap that converted variable rate financing based on 
3-month LIBOR into fixed interest rates. As of December 31, 2009, there are no interest rate swaps in place. 
The pre-tax earnings and cash flow impact of a one-percentage-point increase in interest rates (approximately 
12% of our weighted-average interest rate at December 31, 2009) on our long-term debt outstanding at 
December 31, 2009 would be approximately $1 million on an annualized basis. 
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA 


AMERICAN AXLE & MANUFACTURING HOLDINGS, INC. 


Consolidated Statements of Operations 
Year Ended December 31, 


2009 2008 2007 
(in millions, except per share data) 
INGE Sales? eee 3 rk ddan eee et aah SEE ee OE ALOR OOD Eee $1,521.66 $2,109.2 $3,248.2 
Cost of e00ds ‘Sold: i-vcied, cet reat eth eed Sie whee eae Sees 1,552.7 2,974.4 2,969.8 
Gross: profit (lOSS) ..0é os eeee0 $0 ave Sed Oe bea eben ee eet eewws (31.1) (865.2) 278.4 
Selling, general and administrative expenses ...................000. 172.7 185.4 202.8 
Operating income (loss)... 1.2... . eee eee (203.8) (1,050.6) 75.6 
Interest EXPensSe see oie o ee Re SG De ee Be wae ee des (84.5) (70.4) (61.6) 
Investment INCOMC a: sci. eascs, Sadie 4a His Sanath alas hada, Gnde dave ce hudiaeanee 2.0 2.5 9.3 
Other expense 
Debt refinancing and redemption costs ....... 0.0.0.0. 0c eee eee (7.7) — (5.5) 
Other NEC 06k es aka eee MeN PRS Sa ee Oo OE ede BS (3.1) (2.8) (0.2) 
Income (loss) before income taxes ...... 0... 000. eens (297.1) (1,121.3) 17.6 
Income tax expense (benefit) ... 2.2... .. eee ee (43.8) 103.3 (19.4) 
Net income (l0SS) s...¢ 0.45 6s s:0-0 46a 2h4 Bo ee TARE GS ees Se eS eae $ (253.3) $(1,224.6) $ 37.0 
Net loss attributable to noncontrolling interests ................... 0.2 0.3 — 
Net income (loss) attributable to AAM.... 2.2... 20.00.00 cee eee $ (253.1) $(1,224.3) $ 37.0 
Basic earnings (loss) per share... 2... 2... ee $ (4.81) $ (23.73) $ 0.70 
Diluted earnings (loss) per share... . 2... 0... eee $ (4.81) $ (23.73) $ 0.69 


See accompanying notes to consolidated financial statements 
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AMERICAN AXLE & MANUFACTURING HOLDINGS, INC. 


Consolidated Balance Sheets 
December 31, 


2009 2008 


(in millions, except 
per share data) 


ASSETS 
Current assets 
Cash:and Cash equivalents -.30.csrs 6 04 bee aS SOS HE Owe eee ea ee RN daeens $ 178.1 $ 198.8 
Short-term: investitients): <4..4. 40456008 4 eee da eh eG AWE ATH ee ee SOR OA Ee dies 4.2 T7A 
Accounts receivable, net of allowances of $8.3 million in 2009 and $3.3 million in 2008....... 129.7 186.9 
2008 AAM-GM Agreement receivable... 2.0... 0... ee _— 60.0 
WR VSTILOMTSS MOL occ sien regis, aise hoo ncepttincie, eA ce eaeds yteee essere antag. ecbeatetelsasionse eed cores aati dee ene, plier dese gesee te 90.6 111.4 
WGhErTed INCOME TAXES “ssf si.4 ecbs dacs SE Sedo. Gods Goleteseoetad, fo ede als abe Saeed, wll: deat sedate. woe) goes whee Zs 5.9 Eis) 
Prepaid! expenses: and: Otner .<s:coasi haiti adgeataonaton sieascguangnarmbese doa aeabacse te: i2 sh id aiaeele, gahindcaecbeuaels 108.1 55.6 
MOtall CUITENE ASSES: «. 0c tss. & « Aeeend ais, wd Me ae Oe Beh et eee a AD ACA. BHed MES OAM 516.6 695.3 
Property, plant and equipment, net... 2.2... ee ee eee 946.7 1,064.2 
Deferred mMCome taxes: os. d «gee okey CRA ARE RE EA) ORES CLM DORA REE AE RDO e OA 27.7 20.7 
Goodwill 5.3-4. 2) heck ASR OES nk DERE A ie He MEER Be ied RE Hah GS 147.8 147.8 
GM postretirement cost sharing asset 2.2... eee eee 219.9 221.2 
Other assets and deferred charges s.c.06. gece eee ee be oe EE a ee eee 128.1 98.5 
"Total assets: > ie 3.xo5 Gi hs xe Ect acre Se dh Mea axe ede ew Gea nn eee eae Oe donee Sade dS $1,986.8  $2,247.7 


Current liabilities 


ACCOUMIS PAVADIE: oo.) sca bid al at-la eam dogs gin ed Rega ade dobeedie She test abt sudeclaaralie ae RORMALA estate $ 200.9 $ 250.9 
Accrued compensation and benefits... 2... 0... ee 98.9 127.5 
Deferred tevenues. co sci'y. skh Soa el ee A gh ee OA ne kd OEE Oe SB al nih eR Ole Ee 76.1 66.7 
Deferred. imCome: taxes. a. aes Gh cea oe 4 awk aS wEw HS Pod bow ehecas eed a eeeeehecesd 4.4 13.1 
Otheraccried expenses: «:. cece whch dee bees SARE Gib aes EY Oe GE 65.20 59.5 
Total current: liabilities: 3... ¢ <24.s-4 ewe 8G da es OS Ye ew eG OE a we 445.5 317-7 
Long-term Cebit: « 53 don Gaowt toes ates OS dare saw we Gnete aoe Onde awe edo ES Sarees 1,071.4 1,139.9 
Detetréd income taxes's. ¢y:5-<$ eden ek Reg ee a ee Sop sa Se ee eal we 5.6 4.8 
Detetréd revenle: ¢.$.2-4 diee-es-8 b Save db SFa bree Gare Hdd MNES SHOR ORF ae HRMS SS RE ET SE Re 189.7 178.2 
Postretirement benefits and other long-term liabilities ........... 0.0.0.0... 0000000000004 834.5 842.6 
Total; Habiliti€s: 3.2 oc bvsen5 4-3-8 9d we o3.O Se alee tae oe Eom eee hae oe ewe eaes 2,546.7 2,683.2 
Stockholders’ deficit 
Series A junior participating preferred stock, par value $0.01 per share; 0.1 million shares 
authorized; no shares outstanding in 2009 or 2008... 22... eee _— — 
Preferred stock, par value $0.01 per share; 10.0 million shares authorized; no shares outstanding 
ME 2OOD Or DOOB se wed ies sais ss akcts rik dd ont detcine $08 Suse. df ci chds aoeromad tok onde desk Bik as woe HN eLaC ake —_ —_— 
Common stock, par value $0.01 per share; 150.0 million shares authorized; 73.7 million and 
56.9 million shares issued and outstanding in 2009 and 2008, respectively ............... 0.8 0.6 
Series common stock, par value $0.01 per share; 40.0 million shares authorized; no shares 
outstanding in: 2009 OF 2008 oo ies ee ete wes dese dag Bd aoe aes oss Buk adie Boda eed ak _— — 
Pal WMyCApital gis ast ates a oenshe ham aedmate, dee attane ne head se ge spandha veterw ben arcete See te leans Wade rele mea eee eases 579.9 426.7 
Accumulated: denicits.4)5, sh. faethe es Bie sehpncttae sels Su adele tun tec seeoe Actbae hes. at arabete cle sssie@e aera. locecse teks (901.7) (648.6) 
Treasury stock at cost, 5.4 million shares in 2009 and 5.2 million shares in 2008 ............ (174.8) (173.9) 
Accumulated other comprehensive income (loss), net of tax 
Defined! benefit: plans: 2-224 aig 4.6 $8 Hews dl ad ows Hewat ead bas Phew eda tes awd (101.8) (29.3) 
Foreign currency translation adjustments..... 2.0.0... cee ee eee 37.4 0.2 
Unrecognized loss: on derivatives: os 438s a Seen oe ee eS RE BE me REWER EGS Peaeued —_— (11.4) 
Total AAM stockholders’ deficit... 0... 0. nee eee eee (560.2) (435.7) 
Noncontrolling interests in subsidiaries... 1.0... 0... e ee eee 0.3 0.2 
Total. stockholders’ ‘deficit® 5.0.6.8 ss s-¢ ea ee Se aod oe A eee ee ee a ae Dee EO ek (559.9) (435.5) 
Total liabilities and stockholders’ deficit... 0... 0.00. ee eee eee $1,986.8  $2,247.7 


See accompanying notes to consolidated financial statements 
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AMERICAN AXLE & MANUFACTURING HOLDINGS, INC. 


Consolidated Statements of Cash Flows 
Year Ended December 31, 
2009 2008 2007 
(in millions) 


Operating Activities 


Netineome (oss): 5.25.4 shh a koa eG eels he eRe Whee ahs OWES $(253.3) $(1,224.6) $ 37.0 
Adjustments to reconcile net income (loss) to net cash provided by operating 
activities 
Asset impairments and related indirect inventory obsolescence ......... 151.7 599.0 11.6 
Depreciation and amortization .... 2... .. ee ee 134.7 199.5 229.4 
Deferred INCOME tAXKES s... |<. Sane Hare Sheard aa wae eae Beue a ee eee oe (18.9) 82.5 (47.4) 
Stock-based compensation... 0... 0... 0... eee ee 13.6 9.9 18.4 
Pensions and other postretirement benefits, net of contributions......... (83.4) 3.6 53.3 
Loss on retirement of property, plant and equipment................. 0.7 4.0 8.5 
Debt refinancing and redemption costs............... 0000000 7.7 — 3.5 
Changes in operating assets and liabilities 
Accounts receivable... 2.2... 0... cee eee eee eens 118.9 71.9 64.9 
IMVENCOLICS cated, 2, sclacieicgae. sie al cel Ribs, danas ls BStaas: dna dele deen eae @ aes. dee eats 19.6 52.6 (28.4) 
Accounts payable and accrued expenses ............ 0000s (50.7) (77.1) (5.2) 
Deferred TEVENUE; NEES 5. ga. a cdots -d whe aca Do ole whe ae Bene es Ro eee 20.9 69.9 41.2 
Other assets and liabilities... 2.2.0.0... 0.0.00 cece eee (45.6) 45.7 (20.9) 
Net cash provided by (used in) operating activities.................... 15.9 (163.1) 367.9 
Investing activities 
Purchases of property, plant and equipment ......................... (141.5) (140.2) (186.5) 
Decrease (increase) in deposits for acquisition of property and equipment. . . 3.8 (7.1) — 
Proceeds from sale of property, plant and equipment .................. 1.7 3.4 — 
Reclassification of cash equivalents to short-term investments............ — (117.2) — 
Redemption of short-term investments ................. 00000000 71.6 40.1 — 
ACQUISINON; NEbs o65.00 eae se Bed wat EE wee eRe e ee Ewe eae ee ee (10.2) (10.7) — 
Net cash used in investing activities... 2... 0.0... eee eee eee (74.6) (231.7) (186.5) 
Financing activities 
Net short-term borrowings (repayments) under revolving credit facilities.... (163.1) 290.3 (130.8) 
Proceeds from issuance of long-term debt .....................00040. 854.8 8.9 556.1 
Conversion of 2.00% Notes... ...... 0.0 cece eee —_— (2.3) — 
Payment of Term, Loan 0265 24. ocea.agee danas foe ea he woa eas (250.0) — (2525) 
Payments of other long-term debt and capital lease obligations........... (516.8) (11:5) (0.5) 
Debt-issuance-COsts:.2. 5 ssa Wed oe eee eda yas in eh ae OA ee (32.9) (13.4) (75) 
Proceeds from issuance of common stock, net ...................0004 109.7 — — 
Proceeds from issuance of warrants to GM............ 0000 ee eee 30.3 — — 
Employee stock option exercises... 2... es 1.0 0.7 13.5 
Tax benefit on stock option exercises... 2... . ee —_— 0.2 3.8 
Dividends pald> ssc. o. iS eit aust Sacra eal Ue ate or aS Ge ade dl Alaa codee ed — (18.3) (31.8) 
Purchase:0f treasury Stock:..4..i0 6600+ G04 wean bee edd weed ee dada nes (0.9) (0.1) (2.0) 
Net cash provided by financing activities........ 0.0.0.0... 0. e eee eee 32.1 254.5 148.3 
Effect of exchange rate changes on cash ..... 2... 0... ee eee 5.9 (4.5) 0.4 
Net increase (decrease) in cash and cash equivalents .................. (20.7) (144.8) 330.1 
Cash and cash equivalents at beginning of year ...................... 198.8 343.6 13.5 
Cash and cash equivalents at end of year... 2.0... 2. eee eee ee $178.1 $ 1988 $ 343.6 
Supplemental cash flow information 
Interestipaid! «4, sacesels ¥en so ook aah ake eh ahs & eee $ 80.0 $ 75.9 $ 58.1 
Income taxes paid, net of refunds.......... 0.0.0.0 c eee ee eee $ 38 §$ 48 $ 20.6 


See accompanying notes to consolidated financial statements 
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AMERICAN AXLE & MANUFACTURING HOLDINGS, INC. 
Consolidated Statement of Stockholders’ Equity (Deficit) 


Accumulated 
Other : 
_ Common Stock _ Stock Noncontrolling Theme er 
Shares Par Paid-in Retained Treasury Interest in Attributable 
Outstanding Value Capital Earnings Stock Subsidiaries to AAM 
a (in millions) 

Balance at January 1, 2007 ...... 50.5 $0.6 $381.7 $ 598.7 $(171.8) _ $ 13.2 
Net income...............0005 37.0 — 
Change in derivatives, net ........ (1.8) 
Foreign currency translation, net... . — 18.7 
Defined benefit plans, net ........ 34.3 
Effect of new accounting standard . . (12.0) 
Exercise of stock options and vesting 

of restricted stock, including tax 

Dene los c5h Bey erases GAs Se SS 1.1 18.9 
Dividends paid ................ (31.8) 
Stock-based compensation ........ 1357 
Purchase of treasury stock ........ — —- 2.0) i — 
Balance at December 31, 2007... . 51.6 0.6 416.3 591.9 (173.8) — 64.4 
N6t 1OSS:.sh3 Ske ie kee ee es a (1,224.3) (0.3) 
Change in derivatives, net ........ (8.1) 
Foreign currency translation, net... . — (34.0) 
Defined benefit plans, net ........ (62.8) 
Change in noncontrolling interest 

ownership...............00. 0.5 
Exercise of stock options and vesting 

of restricted stock, including tax 

1012) 0s) 5 | are er 0.1 0.9 
Dividends paid ................ (2.1) (16.2) 
Stock-based compensation ........ 11.6 
Purchase of treasury stock ........ _ _ (0.1) _— 
Balance at December 31, 2008... . 51.7 0.6 426.7 (648.6) (173.9) 0.2 (40.5) 
INGUIOSS 24 cathe a eee eo Bm bs (253.1) (0.2) 
Change in derivatives, net ........ 11.4 
Foreign currency translation, net... . 0.4 37.2 
Defined benefit plans, net ........ (72.5) 
Proceeds from issuance of common 

StOCkK; Net G25 ck Fb ee wees 16.1 0.2 109.5 
Proceeds from issuance of warrants 

OGM ios 35 ee andl Se actos ace Bs 30.3 
Change in noncontrolling interest 

ownership..............-005 (0.1) 
Exercise of stock options and vesting 

of restricted stock, including tax 

benefit»... 2.0... 00.00.00 0a 0.6 1.0 
Stock-based compensation ........ 12.4 
Purchase of treasury stock ........ __ __ (0.9) __ 
Balance at December 31, 2009 .... 68.4 $0.8 $579.9 $ (901.7) $(174.8) $ 0.3 $(64.4) 


See accompanying notes to consolidated financial statements 
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AMERICAN AXLE & MANUFACTURING HOLDINGS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


ORGANIZATION American Axle & Manufacturing Holdings, Inc. (Holdings) and its subsidiaries 
(collectively, we, our, us or AAM) is a Tier I supplier to the automotive industry. We manufacture, engineer, 
design and validate driveline and drivetrain systems and related components and chassis modules for light 
trucks, sport utility vehicles (SUVs), passenger cars, crossover vehicles and commercial vehicles. Driveline 
and drivetrain systems include components that transfer power from the transmission and deliver it to the drive 
wheels. Our driveline, drivetrain and related products include axles, chassis modules, driveshafts, power 
transfer units, transfer cases, chassis and steering components, driveheads, crankshafts, transmission parts and 
metal-formed products. In addition to locations in the United States (U.S.) (Michigan, New York, Ohio, 
Indiana and Pennsylvania), we also have offices or facilities in Brazil, China, England, Germany, India, Japan, 
Luxembourg, Mexico, Poland, Scotland, South Korea and Thailand. 


PRINCIPLES OF CONSOLIDATION We include the accounts of Holdings and its subsidiaries in our 
consolidated financial statements. We eliminate the effects of all intercompany transactions, balances and 
profits in our consolidation. 


REVENUE RECOGNITION We recognize revenue when products are shipped to our customers and 
title transfers under standard commercial terms or when realizable in accordance with our commercial 
agreements. If we are uncertain as to whether we will be successful collecting a balance in accordance with 
our understanding of a commercial agreement, we do not recognize the revenue or cost recovery until such 
time as the uncertainty is removed. 


On September 16, 2009, AAM and General Motors LLC (GM) entered into a settlement and commercial 
agreement (2009 Settlement and Commercial Agreement). As part of the 2009 Settlement and Commercial 
Agreement, we received $110.0 million in cure costs from GM. See Note 2 — 2009 Settlement and 
Commercial Agreement for more detail on this agreement. In the third quarter of 2009, we recorded 
$79.7 million of deferred revenue related to the 2009 Settlement and Commercial Agreement. This includes 
the $110.0 million of cash received pursuant to the 2009 Settlement and Commercial Agreement net of 
$30.3 million, which represents the fair value of warrants issued to GM as part of the 2009 Settlement and 
Commercial Agreement. As of December 31, 2009, our deferred revenue related to the 2009 Settlement and 
Commercial Agreement is $77.4 million, $8.0 million of which is classified as a current liability and 
$69.4 million of which is recorded as a noncurrent liability on our Consolidated Balance Sheet. We recognize 
this deferred revenue into revenue on a Straight-line basis over 120 months, which is the period that we expect 
GM to benefit under the 2009 Settlement and Commercial Agreement. We recognized revenue of $2.3 million 
in 2009 related to this agreement. 


In the second quarter of 2008, we entered into an agreement with GM to provide financial assistance to 
support the transition of our United Automobile, Aerospace and Agricultural Implement Workers of America 
(UAW) represented legacy labor at our original U.S. locations upon the resolution of the strike called by the 
International UAW (2008 AAM — GM Agreement). Pursuant to this agreement, GM agreed to provide us 
with $175.0 million of cash payments through April 2009. We received $115.0 million in 2008 and the 
remaining $60 million in 2009. The 2008 AAM — GM Agreement also amended the Asset Purchase 
Agreement, dated February 18, 1994, between GM and AAM. The amendment provides that we shall have no 
liability to GM for postretirement healthcare and life insurance coverage provided to UAW represented 
transitioned associates with earned credited service from AAM that have or will retire under plans operated by 
GM. The value of this liability was estimated at $38.7 million. In total, we recorded deferred revenue of 
$213.7 million as a result of the 2008 AAM — GM Agreement. This represented both the expected cash 
payments and the settlement of the postretirement healthcare and life insurance liability. We recognize this 
deferred revenue into revenue on a straight-line basis over a 45 month period. This recognition period is 
consistent with the period that GM will benefit from the payments provided to us under the 2008 AAM — 
GM Agreement. We recognized $57.0 million and $33.2 million of revenue related to the 2008 AAM — GM 
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AMERICAN AXLE & MANUFACTURING HOLDINGS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Agreement in 2009 and 2008, respectively. As of December 31, 2009, our deferred revenue related to the 2008 
AAM — GM Agreement is $123.5 million, $57.0 million of which is classified as a current liability and 
$66.5 million of which is classified as a noncurrent liability on our Consolidated Balance Sheet. 


As of December 31, 2009, the majority of the remaining deferred revenue primarily relates to customer 
payments to implement capacity programs, which is generally recognized into revenue over the life of these 
programs. We recognized $11.1 million, $11.3 million and $4.2 million of revenue for these programs in 2009, 
2008 and 2007, respectively. 


BUYDOWN PROGRAM In 2008, an involuntary Buydown Program (BDP) was initiated for 
associates that did not elect to participate in the Special Separation Program (SSP) and continued employment 
with AAM. Under the BDP, we agreed to make three annual lump-sum payments to associates in connection 
with, among other things, a base wage decrease. 


We recorded expense of $51.9 million in 2008 for the estimated amount of total BDP payments related to 
permanently idled associates throughout the new labor agreements. This represents management’s best 
estimate of the portion of the total BDP payment that will not result in a future benefit to the Company. Due 
to new capacity rationalization actions taken by GM and Chrysler as a result of their bankruptcy filings and 
subsequent reorganization plans and changes in our operating plans in the second quarter of 2009, we 
increased the estimated number of UAW-represented associates at our original U.S. locations that we expect to 
be permanently idled throughout the term of the 2008 labor agreements or to voluntarily elect to accelerate 
their remaining buydown payments and terminate employment. As a result of this change in estimate, we 
recorded expense of $22.5 million in 2009, which represents the estimated additional BDP payments that will 
not result in a future benefit to AAM. Associates who are laid off for a certain length of time have the option 
to accelerate their remaining BDP lump-sum payments and terminate their employment with AAM. Several 
associates elected this option and we made $49.6 million and $0.3 million of accelerated BDP payments in 
2009 and 2008, respectively. 


As of December 31, 2009, we have $13.9 million in prepaid expenses and other on our Consolidated 
Balance Sheet for BDP payments that we estimate will provide a benefit to the Company in the future. We 
recorded $21.2 million and $14.4 million of expense in 2009 and 2008, respectively, for the amortization of 
this asset. 


RESEARCH AND DEVELOPMENT (R&D) COSTS We expense R&D as incurred. R&D spending 
was $67.0 million, $85.0 million and $80.4 million in 2009, 2008 and 2007, respectively. 


CASH AND CASH EQUIVALENTS Cash and cash equivalents include all cash balances and highly 
liquid investments in money market funds with maturities of 90 days or less at the time of purchase. 


ACCOUNTS RECEIVABLE The majority of our accounts receivable are due from original equipment 
manufacturers (OEM’s) in the automotive industry. As of December 31, 2009, trade accounts receivable are 
due on average within 25 days from the date of shipment and are past due when payment is not received 
within the stated terms, as compared to 50 days as of December 31, 2008. This decrease is due to expedited 
payment terms of “net 10 days” (Expedited Payment Terms) we agreed to with GM as part of the 2009 
Settlement and Commercial Agreement, in exchange for a 1.0% early payment discount. See Note 2 — 2009 
Settlement and Commercial Agreement for more detail on these Expedited Payment Terms. 


Amounts due from customers are stated net of allowances for doubtful accounts. We determine our 
allowances by considering factors such as the length of time accounts are past due, our previous loss history, 
the customer’s ability to pay its obligation to us, and the condition of the general economy and the industry as 
a whole. We write-off accounts receivable when they become uncollectible. 
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CUSTOMER TOOLING AND PRE-PRODUCTION COSTS RELATED TO LONG-TERM 
SUPPLY AGREEMENTS Engineering, R&D, and other pre-production design and development costs for 
products sold on long-term supply arrangements are expensed as incurred unless we have a contractual 
guarantee for reimbursement from the customer. Costs for tooling used to make products sold on long-term 
supply arrangements for which we have either title to the assets or the non-cancelable right to use the assets 
during the term of the supply arrangement are capitalized in property, plant and equipment. Capitalized items 
and customer receipts specifically related to a supply arrangement are amortized over the shorter of the term 
of the arrangement or over the estimated useful lives of the related assets. 


INVENTORIES We state our inventories at the lower of cost or market. The cost of worldwide 
inventories is determined using the FIFO method. When we determine that our gross inventories exceed usage 
requirements, or if inventories become obsolete or otherwise not saleable, we record a provision for such loss 
as a component of our inventory accounts. 


Inventories consist of the following: 


December 31, 


2009 2008 
(in millions) 
Raw materials and work-in-progress ...... 0.0.0.0 cee eee eee $ 101.3 $ 116.9 
Finished $00d8's 22 cs.inov es ad nhade Go8 yp SHEE REEMA ES GORE eS 23.0 22.8 
(GTOSS INVENCOMIES. <0: 5, sik bartsadh is ace Sdide clahaceledads Matava aadee lh Biel es eae 124.3 139.7 
Inventory valuation reserves ... 1... 0... eee ee eee ee (33.7) (28.3) 
INVEntGrES; NES: 20 ws. oh ig ele AR eihe gees 2 Me A ea ao Sa hee Se $ 90.6 $ 111.4 


PROPERTY, PLANT AND EQUIPMENT Property, plant and equipment consists of the following: 


Estimated ___December 31, 
Useful Lives 2009 2008 
(years) (in millions) 

Land ¢ 204 ie es Sore Be WG BS Gel eed Ps eS oa ee — $ 283 $ 26.1 
Land improvements ...... 0.0.0.0... eee ee ee eee 10-15 16.6 14.1 
Buildings and building improvements.................... 15-40 257.0 279.6 
Machinery and equipment ....................0.000005 3-12 1,284.5 1,388.1 
Construction in progress... 2.2... 0.2.00... eee ee ee eee —_ 67.8 94.2 
1,654.2 1,802.1 
Accumulated depreciation and amortization ............... (707.5) (737.9) 
Property, plant and equipment, net ...................-.. $ 946.7 $1,064.2 


We state property, plant and equipment, including amortizable tooling, at historical cost, as adjusted for 
impairments. Construction in progress includes costs incurred for the construction of buildings and building 
improvements, and machinery and equipment in process. Repair and maintenance costs that do not extend the 
useful life or otherwise improve the utility of the asset beyond its existing useful state are expensed in the 
period incurred. 


We record depreciation and tooling amortization on the straight-line method over the estimated useful 
lives of the depreciable assets. Depreciation and tooling amortization amounted to $126.6 million, 
$194.1 million and $220.6 million in 2009, 2008 and 2007, respectively. 
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Property, plant and equipment decreased significantly in 2009 as compared to 2008, primarily as a result 
of asset impairments. See Note 4 — Restructuring Actions for more detail on these asset impairments. 


IMPAIRMENT OF LONG-LIVED ASSETS In accordance with the accounting guidance for the 
impairment or disposal of long-lived assets and when impairment indicators exist, we evaluate the carrying 
value of long-lived assets for potential impairment. We consider projected future undiscounted cash flows, 
trends and other circumstances in making such estimates and evaluations. If impairment is deemed to exist, the 
carrying amount of the asset is adjusted based on its fair value. Recoverability of assets “held for use” is 
determined by comparing the forecasted undiscounted cash flows of the operations to which the assets relate 
to their carrying amount. When the carrying value of an asset group exceeds its fair value and is therefore 
nonrecoverable, those assets are written down to fair value. Fair value is determined based on market prices, 
when available, or a discounted cash flow analysis performed using management estimates. See Note 4 — 
Restructuring Actions for detail on our 2009 and 2008 asset impairments. 


GOODWILL We record goodwill when the purchase price of acquired businesses exceeds the value of 
their identifiable net tangible and intangible assets acquired. We periodically evaluate goodwill for impairment 
in accordance with the accounting guidance for goodwill and other indefinite-lived intangibles. We completed 
impairment tests in 2009 and 2008 and concluded that there was no impairment of our goodwill. 


INTANGIBLE ASSETS We recorded an intangible asset of $9.6 million as of December 31, 2008 
which represents the fair value of the customer relationships acquired as part of an asset purchase agreement 
with FormTech Industries LLC. We recorded $1.9 million of expense for the amortization of this intangible 
asset in 2009 and the balance is $7.7 million as of December 31, 2009. This intangible asset is classified as 
other assets and deferred charges on our Consolidated Balance Sheet and is being amortized on a straight-line 
basis over its estimated useful life of five years. 


DEBT ISSUANCE COSTS The costs related to the issuance or modification of long-term debt are 
deferred and amortized into interest expense over the life of each debt issue. As of December 31, 2009 and 
December 31, 2008, we recorded unamortized debt issuance costs of $41.3 million and $21.2 million, 
respectively. Deferred amounts associated with the extinguishment of debt are expensed and classified as debt 
refinancing and redemption costs on our Consolidated Statement of Operations. 


DERIVATIVES We recognize all derivatives on the balance sheet at fair value. If a derivative qualifies 
under the accounting guidance as a hedge, depending on the nature of the hedge, changes in the fair value of 
the derivative are either offset against the change in fair value of the hedged assets, liabilities or firm 
commitments through earnings or recognized in other comprehensive income until the hedged item is 
recognized in earnings. The ineffective portion of a derivative’s change in fair value, and changes in the fair 
value of derivatives that do not qualify as hedges, are immediately recognized in earnings. See Note 6 — 
Derivatives and Risk Management, for more detail on our derivatives. 


CURRENCY TRANSLATION We translate the assets and liabilities of our foreign subsidiaries to 
U.S. dollars at end-of-period exchange rates. We translate the income statement elements of our foreign 
subsidiaries to U.S. dollars at average-period exchange rates. We report the effect of translation for our foreign 
subsidiaries that use the local currency as their functional currency as a separate component of stockholders’ 
equity. Gains and losses resulting from the remeasurement of assets and liabilities in a currency other than the 
functional currency of a subsidiary are reported in current period income. We also report any gains and losses 
arising from transactions denominated in a currency other than the functional currency of a subsidiary in 
current period income. 


USE OF ESTIMATES In order to prepare consolidated financial statements in conformity with 
accounting principles generally accepted in the United States of America (GAAP), we are required to make 
estimates and assumptions that affect the reported amounts and disclosures in our consolidated financial 
statements. Actual results could differ from those estimates. 
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SUBSEQUENT EVENTS We have evaluated subsequent events through February 22, 2010, our filing 
date. 


EFFECT OF NEW ACCOUNTING STANDARDS In June 2008, the FASB issued new accounting 
guidance on determining whether instruments granted in share-based payment transactions are participating 
securities. This guidance concludes that unvested share-based payment awards that contain nonforfeitable 
rights to dividends or dividend equivalents are participating securities and shall be included in the computation 
of EPS pursuant to the two-class method. We adopted the new accounting guidance on January 1, 2009 and 
retrospectively applied it to all prior periods presented herein. 


We have presented the effects of the adoption of this new accounting guidance for the inclusion of 
unvested share-based payment awards that contain nonforfeitable rights to dividends or dividend equivalents in 
the computation of EPS for the twelve months ended December 31, 2007. Adoption of this guidance did not 
increase basic and diluted shares outstanding for the twelve months ended December 31, 2009 and 2008 as we 
were in a loss position and the participating securities are not obligated to fund losses. 


Earnings per share (EPS) As originally As adjusted and 
Year Ended December 31, 2007 reported Adjustments reported 

(in millions, except per share data) 
Numerator 
Net income attributable to AAM.................. $37.0 $ — $37.0 
Denominators 
Basic shares outstanding ....................000. 51.1 2.0 53.1 
Diluted shares outstanding ...................... 52.7 1.1 53.8 
BGC US. nua eos own eps hoes as dee sate $0.72 $(0.02) $0.70 
TW OS 5 orgs? osu x dees ed audee ass $0.70 $(0.01) $0.69 


In February 2008, the FASB issued new accounting guidance which defers the effective date of a 
previously issued accounting standard for the fair value measurement of nonfinancial assets and nonfinancial 
liabilities, except for items that are recognized or disclosed at fair value in an entity’s financial statements on a 
recurring basis. We adopted the guidance on fair value measurements of nonfinancial assets and nonfinancial 
liabilities on January 1, 2009 and it did not have a material impact on our financial statements. 


In December 2007, the FASB issued new accounting guidance on noncontrolling interests in consolidated 
financial statements. This guidance establishes new accounting and reporting standards for the noncontrolling 
interest in a subsidiary and for the deconsolidation of a subsidiary. We adopted the new guidance on 
January 1, 2009 and have retrospectively revised the financial statement presentation of our noncontrolling 
interests accordingly. 


In May 2008, the FASB issued new accounting guidance for the treatment of convertible debt instruments 
that may be settled in cash upon conversion (including partial cash settlement). This guidance requires issuers 
of convertible debt securities within its scope to separate these securities into a debt component and an equity 
component, resulting in the debt component being recorded at fair value without consideration given to the 
conversion feature. Issuance costs are also allocated between the debt and equity components. This new 
accounting guidance was effective for us on January 1, 2009 and the impact was not material. 
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2. 2009 SETTLEMENT AND COMMERCIAL AGREEMENT 


On September 16, 2009, AAM and GM entered into a settlement and commercial agreement upon which 
we received $110.0 million from GM for cure costs associated with contracts assumed and/or terminated by 
Motors Liquidation Company in its chapter 11 bankruptcy cases; resolution of outstanding commercial 
obligations between AAM and GM (including, but not limited to, AAM retaining all but one previously 
sourced program, AAM amending its terms and conditions to be more consistent with the standard terms and 
conditions GM has with other Tier 1 suppliers, GM’s right to resource one previously awarded program, and 
GM’s acceptance of its obligation to AAM under the GM postretirement cost sharing agreement); and 
adjustment of installed capacity levels reserved for existing and awarded programs to reflect new estimates of 
market demand as agreed between the parties. 


We also agreed to Expedited Payment Terms of “net 10 days” through June 30, 2011, in exchange for a 
1.0% early payment discount to GM. After June 30, 2011, we will have the right to elect to continue to 
receive Expedited Payment Terms through December 31, 2013. 


Under the 2009 Settlement and Commercial Agreement, GM also made available to AAM a Second Lien 
Term Loan Facility of up to $100.0 million. Borrowings under this facility, if any, will bear interest at LIBOR 
(with a 2% floor) plus 12%. The Second Lien Term Loan Facility is not prepayable until June 30, 2011, 
unless the source of such prepayment is cash generated in AAM’s ordinary course business operations and is 
subject to an intercreditor agreement with existing senior lenders and cannot be terminated prior to June 30, 
2011. Until then, if we require additional liquidity that cannot be satisfied by utilizing a combination of the 
Expedited Payment Terms, proceeds from sales of common equity, proceeds from the issuance of equity- 
linked securities, cash generated from ordinary course business operations, availability under existing credit 
facilities (including certain permitted indebtedness), or a permitted refinancing (as set forth in the Second Lien 
Term Loan Facility), we will be required to borrow under the Second Lien Term Loan Facility. As of 
December 31, 2009, we have not borrowed under this facility. 


Also, as part of the 2009 Settlement and Commercial Agreement, we granted GM with a contingent right 
of access to certain of our facilities as collateral under the agreement. In addition, we granted GM a security 
interest in certain operating assets, certain real estate and intellectual property used in production of GM 
component parts. Upon the occurrence of certain specified events, which generally involve a material and 
imminent breach of our supply obligations at a particular facility, GM may elect to access and use the 
operating assets and real estate used to manufacture, process and ship GM component parts produced at 
specified AAM facilities for a period of up to 360 days after invoking its right of access. GM would also have 
the right to resource component part production to alternative suppliers. The right of access would continue 
for ninety days following the later of repayment and termination of the Second Lien Term Loan Facility and 
termination of the Expedited Payment Terms. If we do not achieve compliance with the Secured Debt 
Leverage Ratio under the Amended Revolving Credit Facility as of March 31, 2011 (without regard to a 
waiver, amendment, forbearance or modification of such covenant granted by the Amended Revolving Credit 
Facility lenders), GM’s right of access will be extended through March 31, 2012. 


We also issued to GM five year warrants, which entitle GM to purchase 4.1 million shares of AAM’s 
common stock at an exercise price of $2.76 per share. If we borrow under the Second Lien Term Loan 
Facility, we will issue GM additional warrants to purchase a pro rata portion of up to an additional 6.9 million 
shares of AAM’s common stock at an exercise price of $2.76 per share based upon the amount drawn under 
the Facility. These warrants will expire on September 16, 2014. 
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We estimated the weighted average grant date fair value of the initial warrants issued to GM on 
September 16, 2009 to be $7.40 using the Black-Scholes option-pricing model with the following assumptions: 


2009 
SLOCK Pies 4 sui. eA ey nea daha ad WON ee a A eee REE tae oa ee ae $ 8.13 
Expected Volatility’ oj.) cass a dawties aodialiwe wie bash RES EARS eee eae Sed 120.12 % 
Risk-free interest rate ..2.. 5000 be a eee ee ete EHO E PEE EEE OES Cee eee 3.47% 
Expected: feof OplONS: ...4020gc0 GA Aaa ee ee Lee de hee ea aR Ke CA 5 years 
Dividend yield ii5.4. ss 284 CAVA OGG S bah wees. RE oa ESS he ES ee ee Oe ee 0.00% 


We are also subject to certain limitations on executive compensation and “golden parachute” agreements 
until ninety days following the later of repayment and termination of the Second Lien Term Loan Facility and 
termination of the Expedited Payment Terms. Other terms and conditions of the 2009 Settlement and 
Commercial Agreement modified the supply relationship between AAM and GM to be more consistent with 
GM’s relationship with other suppliers. These terms and conditions include commercial revisions to the metal 
market program, warranty cost sharing, cost reduction programs, productivity commitments and payment 
terms. 


3. INDUSTRY RISKS AND UNCERTAINTIES 


In 2008, and continuing in 2009, the domestic automotive industry experienced a severe downturn. The 
collapse of the U.S. housing market, the global financial crisis, a lack of available consumer credit and 
financing options, rising unemployment, exceptionally low consumer confidence and wildly fluctuating fuel 
and commodity prices, among other factors, resulted in a sudden and major drop in industry production and 
sales volumes. These difficult market conditions exacerbated the financial pressure on the entire domestic 
automotive industry, and especially the domestic OEMs. 


In 2009, both GM and Chrysler entered and exited bankruptcy with assistance from the U.S. government. 
Our sales to GM and Chrysler were approximately 86% of our total net sales in 2009. We collected our pre- 
bankruptcy receivables from GM and Chrysler in 2009. See Note 2 — 2009 Commercial and Settlement 
Agreement for more detail on GM’s acceptance of certain contracts and definitive contract terms. Chrysler has 
assumed our pre-bankruptcy contracts. 


In the second quarter of 2009, GM began an extended summer production shutdown of many of the 
facilities we support. Chrysler also temporarily idled their manufacturing operations for a significant portion of 
the second quarter through its exit from bankruptcy. The extended production shutdowns at GM and Chrysler 
significantly reduced production volumes, revenues and gross profit in the second and third quarters of 2009. 


As previously described in Note 2 — 2009 Settlement and Commercial Agreement, and as further 
discussed in Note 5 — Long-term Debt and Lease Obligations (related to our debt amendments and 
refinancing), we took actions in the third and fourth quarters of 2009 that strengthened our liquidity position. 
However, risks and uncertainties continue to exist regarding general economic conditions, the health of the 
global and domestic automotive industry and the viability of our major customers. We have made adjustments 
to our business plan, global manufacturing footprint, and our cost structure and operating breakeven level to 
adapt to lower industry production volumes. We will continue to monitor these risks and uncertainties and will 
react appropriately. 


50 


AMERICAN AXLE & MANUFACTURING HOLDINGS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


4. RESTRUCTURING ACTIONS 


In 2009, we incurred restructuring charges related to one-time termination benefits, asset impairments, 
indirect inventory obsolescence, contract related costs and other ongoing restructuring actions. In addition, we 
continue to make payments related to charges incurred for restructuring actions taken in prior years. A 
summary of this activity for 2009 and 2008 is shown below (in millions): 


One-time Asset Indirect Asset Contract Other 
Termination Impairment Inventory Retirement Related Restructuring 

Benefits Charges Obsolescence Obligations Costs Actions Total 
Accrual as of January 1, 2008 ...... $ 20.3 $ — $ — $ 2.2 $ — $ — $ 22.5 
Charges sisi oa hab ee ees 233.4 552.6 46.4 1.0 10.7 19.6 863.7 
Cash utilization... 2... ......000. (202.5) —_— — (1.4) (3.6) (19.6) (227.1) 
Non-cash utilization.............. (552.6) (46.4) —_ (0.8) —_— (599.8) 
Accrual adjustments.............. (9.1) — = U4) _ (1.0) —— (11.5) 
Accrual as of December 31, 2008.... $ 42.1 $ — $ — $ 0.4 $ 5.3 $ — $ 47.8 
CMAP SCS. bac e. acne foncias dacs Shes Acnuene cake 8.9 147.8 3.9 1.0 21.1 10.3 193.0 
Cash utilization ...............4. (44,3) —_— —_— (0.1) (5.1) (10.3) (59.8) 
Non-cash utilization. ............. —_ (147.8) (3.9) — —_— —_ (151.7) 
Accrual adjustments .............. 1. _ = — = =. 1.3 
Accrual as of December 31, 2009.... $ 8.0 $ — $ — 13 $21.3 $ — $ 30.6 


ONE-TIME TERMINATION BENEFITS In 2009, we reduced our worldwide salaried workforce by 
over 600 positions through salaried workforce reductions and a voluntary salaried retirement incentive 
program (SRIP). We recorded expense of $5.4 million in 2009 in connection with the estimated 
postemployment benefits provided to certain associates. We paid $4.6 million related to this salaried workforce 
reduction in 2009. 


In the second quarter of 2008, we recorded expense of $215.7 million in 2008 for the postemployment 
benefits related to the SSP and we paid $27.9 million and $184.7 million of these costs in 2009 and 2008, 
respectively. 


We recorded expense of $4.2 million in 2008 for the estimated postemployment costs for associates 
represented by the International Association of Machinists (AM). We paid $2.2 million in 2009 and 
$1.2 million in 2008 related to these costs. 


In 2008, we approved a plan to reduce our salaried workforce by approximately 350 associates in the 
U.S. and agreed to provide future transition payments to certain associates who would remain active through 
the operation of facilities under plant closure agreements. We recorded expense of $10.4 million in connection 
with the estimated postemployment benefits related to these salaried workforce reductions. We paid 
$2.9 million and $1.8 million related to these programs in 2009 and 2008, respectively. 


We paid $2.8 million in 2009 and $14.8 million in 2008 related to one-time termination benefits which 
were initiated and expensed prior to 2008. 


We recorded a charge of $3.5 million and $3.1 million related to postemployment benefits payable to 
associates in our European operations in 2009 and 2008, respectively. We made payments of $3.9 million 
related to these charges in 2009. 
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We recorded $1.3 million in accrual adjustments related to changes in previous estimates in order to 
record our best estimate of our remaining one-time termination benefit payments as of December 31, 2009 and 
currency translation adjustments. We recorded accrual adjustments of $9.1 million primarily related to the one- 
time termination benefits in 2008. The adjustments in 2008 primarily relate to the reclassification of certain 
termination benefits from the restructuring accrual to the pension liability for associates who were paid under 
our pension plans. 


ASSET IMPAIRMENTS In the second quarter of 2009, we identified the following impairment 
indicators: 


* new capacity rationalization actions taken by GM and Chrysler as a result of their bankruptcy filings 
and subsequent reorganization plans, including extended production shutdowns, for many of the 
programs we currently support; and 


¢ changes in our operating plans, including the idling and consolidation of a significant portion of our 
Detroit Manufacturing Complex, made necessary by extended production shutdowns and other program 
delays and sourcing decisions taken by our customers in the second quarter of 2009. 


We recorded asset impairment charges of $147.8 million in 2009 associated with the permanent idling of 
certain assets and the writedown of the carrying value of certain assets that were “held for use” to their 
estimated fair value. 


We recorded asset impairment charges of $552.6 million in 2008 associated with the permanent idling of 
certain assets and an impairment analysis of certain assets that were “held for use.” The charges in 2008 were 
primarily due to a significant decline in current and future market demand and future customer production 
schedules for the major North American light truck programs we currently support. 


INDIRECT INVENTORY OBSOLESCENCE As a result of the reduction in the projected usage of 
machinery and equipment due to the impairment indicators discussed above, certain machine repair parts and 
other indirect inventory were determined to be obsolete. We recorded a charge of $3.9 million in 2009 and 
$46.4 million in 2008 related to the write down of the net book value of these assets to their estimated net 
realizable value. 


ASSET RETIREMENT OBLIGATIONS As a result of recent closures, idling and consolidation of 
facilities, the methods and timing of certain asset retirement obligations, including environmental liabilities, 
related to these facilities became reasonably estimable. Based on management’s best estimate of the costs, 
methods and timing of the settlement of these obligations, we recorded a charge of $1.0 million in both 2009 
and 2008. As of December 31, 2009, the accrual for this liability was $1.3 million. 


CONTRACT RELATED COSTS Contract related costs recorded in 2009 of $21.1 million related to 
the estimated fair value of obligations for leased assets that were permanently idled in the second quarter of 
2009. Contract related costs recorded in 2008 of $10.7 million primarily include the estimated fair value of 
obligations for leased assets that were idled in the second quarter of 2008 and cancellation costs for long-term 
purchase commitments related to certain facilities under our plant closure agreements. 


OTHER RESTRUCTURING ACTIONS We incurred charges related to the redeployment of assets to 
support capacity utilization initiatives and other related activities. We expensed and paid $10.3 million in 2009 
and $19.6 million in 2008 related to these actions. 


We expect to make payments of approximately $15 million in 2010, $10 million in 2011 and $6 million 
in 2012 related to the remaining restructuring accrual. 
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Long-term debt consists of the following: 


December 31, 


20092008 
(in millions) 

Revolving credit:facwty .¢ ii4edsacdawae ad aa eae bees Gea at a ele Oe $ 60.0 $ 295.0 
9.25% Notes; net Of GISCOUNE:.< ic4.9005 eo bees. cnee een oe Gedeweeawed 419.6 — 
OTD TO WN OUGS 5. cn 15s shaep ths nen eae aes aes Gob oe eae ec aeieaaute dead ican 300.0 300.0 
5.25% Notes, net of discount... 2... 0... eee eee 249.9 249.8 
2.00%: Convertible Notes:.... 05-2 ae iin oo RA ad ae ade oe Sak ale ae eee 0.4 0.4 
Term loan: iv s2¢004 ead Gee bei e beS hee dee beat be danese Grab eee bs — 250.0 
Foreign credit faciliti€s 2. s2500 ag ees eo ee eee ae pe a ee ee 34.1 36.9 
Capital lease obligations . v.54 2240030. chor aea ade seceeeegdae eed ae 7.4 7.8 
Long-term debt. 6.1. saci eegewa d atid eS4 Soe eee ced eee eat eee oe $1,071.4 $1,139.9 


REVOLVING CREDIT FACILITY As of December 31, 2009, the Revolving Credit Facility provides 
up to $296.3 million of revolving bank financing commitments through December 2011 and $243.2 million of 
such revolving bank financing commitments through June 2013. At December 31, 2009, $198.5 million was 
available under the Revolving Credit Facility, which reflected a reduction of $37.8 million for standby letters 
of credit issued against the facility. 


On December 18, 2009, we amended and restated the Credit Agreement dated as of January 9, 2004 (as 
amended and restated, the “Amended and Restated Revolving Credit Agreement” and the facility thereunder, 
the “Amended Revolving Credit Facility”). The Amended and Restated Revolving Credit Agreement extended 
the maturity date of $243.2 million of the aggregate commitments and revolving loans held by consenting 
lenders that agreed to extend their respective commitments under the Revolving Credit Restatement 
Agreement to June 30, 2013. 


On December 18, 2009, we voluntarily prepaid and terminated $107.5 million of our Amended Revolving 
Credit Facility which was scheduled to become due in April 2010. Upon repayment, we expensed $0.3 million 
of unamortized debt issuance costs. We had been amortizing the debt issuance costs over the expected life of 
the borrowing. We paid debt issuance costs of $14.5 million in 2009 associated with the amendments and 
restatements of our Revolving Credit Facility. 


Under the Amended Revolving Credit Facility, we are required to comply with revised financial 
covenants related to secured indebtedness leverage and cash interest expense coverage. We are also required to 
maintain an average daily minimum liquidity of $85 million until June 30, 2010 and to comply with a 
collateral coverage test thereafter. The Amended Revolving Credit Facility limits our ability to make certain 
investments, declare or pay dividends or distributions on capital stock, redeem or repurchase capital stock and 
certain debt obligations, incur liens, incur indebtedness, or merge, make acquisitions and sell assets. 


Borrowings under the Amended Revolving Credit Facility will continue to bear interest at rates based on 
adjusted LIBOR or an alternate base rate, plus an applicable margin. The applicable margin for a LIBOR 
based loan for lenders is currently 6.0%. 


The Amended Revolving Credit Facility is secured on a first priority basis by substantially all of the 
assets of AAM Holdings, American Axle & Manufacturing, Inc. (AAM, Inc.) and each guarantor, including a 
pledge of all capital stock of the U.S. subsidiaries of AAM Holdings and each guarantor and a portion of the 
capital stock of AAM Holdings and each guarantor’s first-tier foreign subsidiaries. In addition, obligations 
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under the Amended Revolving Credit Facility are guaranteed by AAM Holdings and our U.S. subsidiaries, all 
of which are directly owned by the borrower. 


The Amended Revolving Credit Facility provides back-up liquidity for our other credit facilities. We 
intend to use the availability of long-term financing under the Amended Revolving Credit Facility to refinance 
any current maturities related to such debt agreements that are not otherwise refinanced on a long-term basis 
in their local markets. 


9.25% NOTES In the fourth quarter of 2009, we issued $425.0 million of 9.25% senior secured notes 
due 2017 (9.25% Notes). The notes were issued at a discount of $5.5 million. Net proceeds from these notes 
were used for the repayment of all amounts outstanding under our Amended Term Loan and to repay certain 
outstanding amounts under the Amended Revolving Credit Facility. In 2009, we paid debt issuance costs of 
$12.6 million related to the 9.25% Notes. 


The 9.25% Notes share the collateral package equally and ratably with the Amended Revolving Credit 
Facility as described above. The indenture governing the 9.25% Notes limits our ability to make certain 
investments, declare or pay dividends or distributions on capital stock, redeem or repurchase capital stock and 
certain debt obligations, incur liens, incur indebtedness, transact with affiliates or merge, make acquisitions 
and sell assets. 


If the Second Lien Term Loan Facility with GM has not been refinanced in full (or terminated and repaid 
without refinancing) on or prior to June 30, 2013, each holder of the 9.25% Notes will have the right to 
require us to repurchase all or any part of the 9.25% Notes in cash on September 30, 2013. 


7.875% NOTES In 2007, we issued $300.0 million of 7.875% senior unsecured notes due 2017 
(7.875% Notes). Net proceeds from these notes were used for general corporate purposes, including payment 
of amounts outstanding under our Revolving Credit Facility. In 2007, we paid debt issuance costs of 
$5.2 million related to the 7.875% Notes. 


5.25% NOTES The 5.25% Notes are senior unsecured obligations due February 2014. 


2.00% CONVERTIBLE NOTES The 2.00% Senior Convertible Notes due 2024 are convertible into 
cash under terms of the indenture. A total of $2.3 million of the notes were converted into cash in 2008 and 
$0.4 million of the notes remain outstanding as of December 31, 2009. 


TERM LOAN On December 18, 2009, we voluntarily prepaid the amounts outstanding under our 
$250.0 million Amended Term Loan which was previously amended on September 16, 2009. Upon repayment, 
we expensed $6.1 million of unamortized debt issuance costs. We had been amortizing the debt issuance costs 
over the expected life of the borrowing. We paid $5.8 million of debt issuance costs related to this 
amendment. 


LEASES’ We lease certain facilities, machinery and equipment under capital leases expiring at various 
dates. The gross asset cost of our capital leases was $16.1 million at December 31, 2009 and December 31, 
2008. The net book value included in property, plant and equipment, net on the balance sheet was $7.2 million 
and $8.2 million at December 31, 2009 and 2008, respectively. The weighted-average interest rate on these 
capital lease obligations at December 31, 2009 was 8.4%. 


We also lease certain facilities, machinery and equipment under operating leases expiring at various dates. 
Pursuant to these operating leases, we have the option to purchase the underlying machinery and equipment on 
specified dates. Existing lease repurchase options are $4.0 million in 2010. Future minimum payments under 
noncancelable operating leases are as follows: $17.0 million in 2010, $14.3 million in 2011, $9.8 million in 
2012, $0.8 million in 2013 and $0.1 million in 2014. Our total expense relating to operating leases was 
$33.4 million, $22.4 million and $18.8 million in 2009, 2008 and 2007, respectively. This includes 
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$21.1 million and in 2009 and $4.7 million in 2008 of expense related to the permanent idling of leased 
assets. See Note 4 — Restructuring Actions for more detail on these charges. 


FOREIGN CREDIT FACILITIES We utilize local currency credit facilities to finance the operations 
of certain foreign subsidiaries. These credit facilities, some of which are guaranteed by Holdings and/or AAM, 
Inc., expire at various dates through December 2011. At December 31, 2009, $34.1 million was outstanding 
under these facilities and an additional $12.2 million was available. 


SECOND LIEN TERM LOAN FACILITY On September 16, 2009, we entered into a $100.0 million 
Second Lien Term Loan Facility with GM. Borrowings under this facility, if any, will bear interest at LIBOR 
(with a 2% floor) plus 12%. The Second Lien Term Loan Facility is not prepayable until June 30, 2011, 
unless the source of such prepayment is cash generated in AAM’s ordinary course business operations and is 
subject to an intercreditor agreement with existing senior lenders and cannot be terminated prior to June 30, 
2011. As of December 31, 2009, we have not borrowed under this facility. See Note 2 — 2009 Settlement and 
Commercial Agreement, for more detail on the Second Lien Term Loan Facility. 


DEBT MATURITIES Aggregate maturities of long-term debt are as follows (in millions): 


QO TOs eet oM a ciece, ce era ass eh ne, 4 aetints cist ena Sg oie a gk Geis: Grameen aa eprrain Wienges $ 17.7 
QOUN b.e ieee es Bee ee Se BS de eh ee ee ed ee ee 10.0 
DOV D is Bae tone iss ce ale cae ere, hse ayh Ged ate Bue ae eee een, Mes ln hse Byte eee ace wae 4.0 
DANS eh sense tarts asscees need naar atscsee Gwen eth oc peaehatet ae Set eea eae eaten Ss Acari vase 4 er em chee 63.3 
QOVA eb ti ie hint dh teh Re BA A ee ROR Eas Oe ROR ed eats bee Ea ees 251.9 
MERE ANCE er gig Greco kts Ss ae eA VG poise ee ae Gees Wai Gia eos Rots Maes pos Ue Bs 724.5 
OA ce ay ttsai et uate, ote taste ap abs ogee oats etl a date ce ak EG alate eos oct eute ede arte tgtieg lk es sees $1,071.4 


INTEREST EXPENSE AND INVESTMENT INCOME Interest expense was $84.5 million in 2009, 
$70.4 million in 2008 and $61.1 million in 2007. Interest expense increased in 2009 as compared to 2008 as a 
result of higher interest rates and higher average outstanding borrowings. Interest expense increased in 2008 as 
compared to 2007 primarily due to higher average outstanding borrowings. We capitalized interest of 
$7.1 million in 2009, $5.9 million in 2008 and $6.4 million in 2007. The weighted-average interest rate of our 
long-term debt outstanding at December 31, 2009 was 8.3% as compared to 7.0% and 7.8% at December 31, 
2008 and 2007, respectively. 


Investment income was $2.0 million in 2009, $2.5 million in 2008 and $9.3 million in 2007. Investment 
income includes dividends earned on cash and cash equivalents and short-term investments during the period. 
Investment income reflects an other-than-temporary impairment of $1.3 million and $5.5 million related to the 
decline in fair value of our short-term investments in 2009 and 2008, respectively. 


6. DERIVATIVES AND RISK MANAGEMENT 


DERIVATIVE FINANCIAL INSTRUMENTS In the normal course of business, we are exposed to 
market risk associated with changes in foreign currency exchange rates and interest rates. To manage a portion 
of these inherent risks, we may purchase certain types of derivative financial instruments based on 
management’s judgment of the trade-off between risk, opportunity and cost. We do not hold or issue derivative 
financial instruments for trading or speculative purposes. The ineffective portion of any hedge is included in 
current earnings. The impact of hedge ineffectiveness was not significant in any of the periods presented. 
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CURRENCY FORWARD CONTRACTS From time to time, we use foreign currency forward 
contracts to reduce the effects of fluctuations in exchange rates, primarily relating to the Mexican Peso, Euro, 
Pound Sterling, Brazilian Real and Canadian Dollar. There were no currency forward contracts in place as of 
December 31, 2009. We had currency forward contracts with a notional amount of $36.9 million outstanding 
at December 31, 2008. The fair value of our foreign currency forward contracts was a liability of $9.8 million 
as of December 31, 2008. 


INTEREST RATE SWAPS_ We are exposed to variable interest rates on certain credit facilities. From 
time to time, we use interest rate hedging to reduce the effects of fluctuations in market interest rates. In the 
fourth quarter of 2008, we terminated our interest rate swap with a notional amount of $200.0 million that 
converted variable rate financing based on 3-month LIBOR into fixed interest rates. As of December 31, 2009, 
no interest rate swaps were in place. 


The following table summarizes the reclassification of pre-tax derivative losses into net loss from 
accumulated other comprehensive income (loss): 


Loss 
Reclassified 
During the Loss Expected 
Location of Gain Twelve Months to be 
(Loss) Reclassified Ended Reclassified 
into Net Income December 31, During the Next 
(Loss) 2009 12 Months 
(in millions) 
Currency forward contracts.............. Cost of Goods Sold $(7.5) $— 
Interest rate hedges ................0.. Interest Expense (4.1) — 


In the fourth quarter of 2009, as a result of our prepayment of the Amended Term Loan, we reclassified 
the remaining $1.3 million loss in accumulated other comprehensive income (loss) (AOCI) related to the 
interest rate swap. This loss is included in debt refinancing and redemption costs on our Consolidated 
Statement of Operations. 


CONCENTRATIONS OF CREDIT RISK In the normal course of business, we provide credit to 
customers. We periodically evaluate the creditworthiness of our customers and we maintain reserves for 
potential credit losses. 


Sales to GM were approximately 78%, 74% and 78% of our total net sales in 2009, 2008 and 2007, 
respectively. Accounts and other receivables due from GM were $60.5 million at year-end 2009 and 
$175.4 million at year-end 2008. Sales to Chrysler LLC were approximately 8% of our total net sales in 2009, 
10% in 2008 and 12% in 2007. Accounts receivable due from Chrysler were $28.0 million at year-end 2009 
and $23.4 million at year-end 2008. No other single customer accounted for more than 10% of our 
consolidated net sales in any year presented. 


In addition, our GM postretirement cost sharing asset was $229.3 million as of December 31, 2009 and 
$221.2 million as of December 31, 2008. See Note 10 — Employee Benefit Plans for more detail on this cost 
sharing asset. 


We also diversify the concentration of invested cash, cash equivalents and short-term investments among 
different financial institutions and we monitor the selection of counterparties to other financial instruments to 
avoid unnecessary concentrations of credit risk. 
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7. FAIR VALUE 


The fair value accounting guidance defines fair value as “the price that would be received to sell an asset 
or paid to transfer a liability in an orderly transaction between market participants at the measurement date.” 
The definition is based on an exit price rather than an entry price, regardless of whether the entity plans to 
hold or sell the asset. This guidance also establishes a fair value hierarchy to prioritize inputs used in 
measuring fair value as follows: 


¢ Level 1: Observable inputs such as quoted prices in active markets; 


¢ Level 2: Inputs, other than quoted prices in active markets, that are observable either directly or 
indirectly; and 


¢ Level 3: Unobservable inputs in which there is little or no market data, which require the reporting 
entity to develop its own assumptions. 


FINANCIAL INSTRUMENTS The estimated fair values of our financial assets and liabilities that are 
recognized at fair value on a recurring basis, using available market information and other observable data, as 
of December 31, 2009, are as follows (in millions): 


Balance Sheet Classification Carrying Amount Fair Value Input 
Cash equivalents. .... 0.0.0.0... eee ee eee ee eee $77.0 $77.0 Level 1 
Short-term investments .............000 00000 4.2 4.2 Level 2 


Prior to September 2008, we had previously classified our investments in the Reserve Funds, which are a 
series of money-market and other similar fund investments, as cash and cash equivalents on our Consolidated 
Balance Sheet because the funds were readily convertible into known amounts of cash. In September of 2008, 
redemptions were temporarily suspended from the Reserve Funds. Accordingly, we reclassified the fair value 
of our investments in these funds of $117.2 million from cash and cash equivalents to short-term investments 
on our Consolidated Balance Sheet. Since this suspension, we have received $71.6 million and $40.1 million 
in redemptions from the Reserve Funds in 2009 and 2008, respectively. As of December 31, 2009, we have 
classified the fair value of the remaining investments of $4.2 million as short-term investments on our 
Consolidated Balance Sheet. The Reserve Funds are currently invested in securities with daily maturities. We 
expect to receive the remaining balance of our current holdings in the Reserve Funds in 2010. 


In 2009, we recorded an other-than-temporary impairment of $1.3 million based on the estimated fair 
value of our remaining investments in the Reserve Funds. In 2008, we recorded a loss of $5.5 million as a 
result of an other-than-temporary decline in the fair value of our investments in the Reserve Funds. 


The carrying values of our cash, accounts receivable, accounts payable and accrued liabilities 
approximates their fair values due to the short-term maturities of these instruments. The carrying value of our 
borrowings under the foreign credit facilities approximates their fair value due to the frequent resetting of the 
interest rates. We estimated the fair value of the amounts outstanding on our debt as of December 31, 2009, 
using available market information and other observable data, to be as follows (in millions): 


Carrying Amount ‘Fair Value Input 


Amended Revolving Credit Facility.............. $ 60.0 $ 57.0 Level 2 
9.2590 NOtES ios cce ae bee esd ee a ee ae ee tee 419.6 433.5 Level 2 
TBADTO NOES o.i6 sc catcerane hoes a SEA ae ance AE he 300.0 258.0 Level 2 
552590: NOTES is.5- siete ene wie gs oS eae: A eA en 249.9 212.5 Level 2 


Investments in our defined benefit plans are stated at fair value. See Note 10 — Employee Benefit Plans 
for additional fair value disclosures of our pension plan assets as of December 31, 2009. 
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LONG-LIVED ASSETS In the second quarter of 2009, as part of our impairment analysis, we were 
required to measure the fair value of certain long-lived assets. In this analysis we utilized the income 
approach, which determines fair value through a discounted cash flow analysis based on the assumptions a 
market participant would use in pricing these assets. Significant inputs used by management when determining 
the fair value of long-lived assets for impairment include general economic conditions, future expected 
production volumes, product pricing and cost estimates, working capital and capital investment requirements, 
discount rates and estimated liquidation values. 


The following table summarizes impairments of long-lived assets measured at fair value on a 
nonrecurring basis subsequent to initial recognition (in millions): 


Fair Value Asset Impairment 
Measurements Recorded In Twelve 
Using Level 3 Months Ended 
Balance Sheet Classification Inputs December 31, 2009 
Property, plant and equipment, net...................0005- $34.1 $72.6 
Other assets and deferred charges ....................000. 1.5 3.3 


We were also required to measure the fair value of obligations for leased assets that were permanently 
idled in the second quarter of 2009. Using level 3 inputs, we determined the fair value of these obligations by 
calculating the present value of future lease payments, adjusted for the effects of any prepaid or deferred items 
recognized under the lease, using a credit adjusted risk-free rate. We recorded $5.9 million of these obligations 
as accrued expenses and other current liabilities and $15.2 million of these obligations as postretirement 
benefits and other long-term liabilities on our Consolidated Balance Sheet as of June 30, 2009. 


8. INVESTMENT IN JOINT VENTURE 


In the first quarter of 2009, we formed a joint venture with Hefei Automobile Axle Co, Ltd., a subsidiary 
of Anhui Jianghuai Automobile Group Co, Ltd. (JV). Each party owns 50 percent of the JV, and we will 
account for the JV using the equity method. We recorded the initial investment in the JV of $10.2 million at 
cost, and adjusted the carrying amount of the investment to recognize our proportionate share of the earnings 
of the JV. Our investment is classified as other assets and deferred charges on our Consolidated Balance Sheet. 


9. STOCKHOLDER RIGHTS PLAN 


In September 2003, our Board of Directors adopted a Stockholder Rights Plan (the Rights Plan) and 
declared a dividend of one preferred share purchase right for each outstanding share of common stock for 
stockholders of record on September 25, 2003. The Rights Plan provides a reasonable means of safeguarding 
the interests of all stockholders against unsolicited takeover attempts at a price not reflective of the Company’s 
fair value. The Rights Plan is designed to give the Board of Directors sufficient time to evaluate and respond 
to an unsolicited takeover attempt and to encourage anyone or group considering such action to negotiate first 
with the Board of Directors. 


On October 30, 2009, we entered into an Amended and Restated Rights Agreement between AAM and 
Computershare Trust Company, N.A., as rights agent (the Rights Agreement), in order to preserve the long- 
term value and availability of our net operating loss (NOL) carryforwards and related tax benefits. 


The Rights Agreement, as amended, reduces the beneficial ownership threshold at which a person or 
group becomes an “Acquiring Person” under the Rights Agreement from 15% of our then-outstanding shares 
of common stock to 4.99% of our then-outstanding shares of common stock. The Rights Agreement also, 
among other things, expands the scope of the definition of “Acquiring Person” to include persons or groups 
that would be considered “5-percent shareholders” under Section 382 of the Internal Revenue Code of 1986, 
as amended, and the treasury regulations promulgated thereunder. Additionally, the Rights Agreement exempts 
stockholders who currently beneficially own 5% or more of our outstanding shares of common stock so long 
as their ownership continuously equals or exceeds 5% and provided that they do not acquire an additional 
0.5% or more of our outstanding shares of common stock. 
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The Rights Agreement will automatically expire on September 15, 2013. In addition, beginning in 2011, 
our Board of Directors will review the Rights Agreement annually in the first fiscal quarter to determine 
whether any of its provisions are, or the Rights Agreement itself is, no longer in the best interests of AAM, its 
stockholders and any other relevant constituencies. 


10. EMPLOYEE BENEFIT PLANS 


PENSION AND OTHER POSTRETIREMENT DEFINED BENEFIT PLANS We sponsor various 
qualified and non-qualified defined benefit pension plans for our eligible associates. We also maintain hourly 
and salaried benefit plans that provide postretirement medical, dental, vision, legal and life insurance benefits 
(OPEB) to our eligible retirees and their dependents in the U.S. 


As part of the 2009 Settlement and Commercial Agreement, GM confirmed its obligation to share 
proportionally in the cost of OPEB for eligible retirees based on the length of service an employee had with 
AAM and GM. We have included in our OPEB obligation the amounts expected to be received pursuant to 
this agreement of $229.3 million and $221.2 million at December 31, 2009 and December 31, 2008, 
respectively. We have also recorded a corresponding asset for these amounts on our Consolidated Balance 
Sheet, $9.4 million that is classified as a current asset and $219.9 million that is classified as a noncurrent 
asset as of December 31, 2009. 


Actuarial valuations of our benefit plans were made as of December 31, 2009 and 2008. The principal 
weighted-average assumptions used in the year-end valuation of our U.S. and U.K. plans appear in the 
following table. The U.S. discount rates are based on an actuarial review of a hypothetical portfolio of long- 
term, high quality corporate bonds matched against the expected payment stream for each of our plans. The 
U.K. discount rate is based on a review of long-term bonds, in consideration of the average duration of plan 
liabilities. The assumptions for expected return on plan assets are based on future capital market expectations 
for the asset classes represented within our portfolios and a review of long-term historical returns. The rates of 
increase in compensation and health care costs are based on current market conditions, inflationary 
expectations and historical information. 


Pension Benefits OPEB 
2009 2008 2007 2009 2008 2007 
US. U.K. US. U.K. US. U.K. 
Discount rate... . 2... ee ee eee 6.10% 5.70% 6.50% 5.90% 6.45% 5.70% 6.00% 6.50% 6.55% 
Expected return on plan assets........ 8.00% 6.25% 8.00% 5.90% 8.50% 6.50% N/A N/A N/A 
Rate of compensation increase........ 3.75% 3.75% 3.75% 3.30% 3.75% 3.80% 3.75% 3.75% 3.75% 


59 


AMERICAN AXLE & MANUFACTURING HOLDINGS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


The accumulated benefit obligation for all defined benefit pension plans was $613.7 million and 


$560.2 million at December 31, 2009 and December 31, 2008, respectively. The following table summarizes 
the changes in projected benefit obligations and plan assets and reconciles the funded status of the benefit 


plans, which is the net benefit plan liability: 


Change in benefit obligation 


Benefit obligation at beginning of year.................... 
NELVICE COSE co ads ee RSE We UNS SE eee eS 
INTETEST COSE 2.25.0 bo acsed ied sd acken aaae sand ge ee Le eee 
Plan amendments. .......... 0.0... e eee eee eee 
Actuarial: (Sait) JOSS. 3s snu kek es Sa a os Se Aa alee 4 
Change in GM portion of OPEB obligation ................ 
Participant contributions... .. 0.0.0... 0.0 eee eee 
Special and contractual termination benefits ................ 
Curtailments 2s. 0 eee Pa ee Se ee ee 
2008 AAM-GM Agreement settlement.................... 
Benefit payments 000. 604 6 ees eee ee ee ee wes 
Currency fluctuations............. 0.0.00... eee eee eee 


Net Chan Se? ¢. is c.dce vita war eae ae a Wea eo ae Se a wa 


Benefit obligation at end of year ................-.2.00000- 


Change in plan assets 


Fair value of plan assets at beginning of year............... 
Actual return on plan assets... 2.2... eee eee 
Employer contributions .. 2.0... 0... 0c eee 
Participant contributions... 2.0.0.2... 20.0.0. eee eee 
Benefit payments... 2... 0.0... cee ee eee 
Ciirrency Tluctu ations... icc ace eae dedi aed ae aes Raed 


Net change 0.6 s:cac-s whee ths Sek eRe CAS ee ee wees 


Fair value of plan assets at end of year................00-. 


Amounts recognized in our balance sheets are as follows: 


Current liabilities: :...6 os sce boa Sig atc. eae eg See nw oe ae oe 
Noncurrent. liabilities ...0 ect edo asin howe ee goes oe wees bs 


Netihability: cce42 4tcleyans EGS dw a eee oa We ea aes 
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Pension Benefits 
December 31, 
2009 2008 
(in millions) 


$565.2 $596.0 


5.2 13.0 
36.1 a7 
42.2 (31.8) 
0.7 1.2 
2.5 53.4 
(0.6) (17.9) 


55.5 (130.8) 
24.9 5.2 
0.7 13 
(39.3) (57.3) 
6.2 (24.1) 
48.0 (205.8) 


Pension Benefits 
December 31, 
2009 2008 
(in millions) 

$ (0.8) $ (0.8) 

(260.1) (253.7) 


$(260.9) $(254.5) 


OPEB 
December 31, 


2009 


2008 


(in millions) 


$514.9 $657.4 
2.3 14.4 
17.8 22.9 
(6.6) (96.8) 
8.6 (15.7) 
8.2 8.7 
(0.7) 11.0 
(21.3) (36.5) 
— (38.7) 
(16.1) (11.8) 
(7.8) (142.5) 
$507.1 $514.9 
$ — $ — 
16.1 11.8 
(16.1) (11.8) 
Ss = 
OPEB 
December 31, 
_ 2009 _ 2008 
(in millions) 
$ (26.9) $ (14.4) 
(480.2) (500.5) 
$(507.1) $(514.9) 
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Pre-tax amounts recorded in AOCI, not yet recognized in net periodic (benefit) cost as of December 31, 
2009 and 2008, consists of: 


Pension Benefits OPEB 
December 31, December 31, 
2009 2008 2009 2008 
(in millions) (in millions) 
Nét ‘actuarial! cain: (1O8s).- sasecce ed dw Gee eh teas bene yale eels $(152.1) $(133.5) $35.9 $ 46.5 
Net prior Srvice Credit t.a05 i205 eet eke eee ae Rees 1.0 0.7 31.9 77.2 
Total amounts recorded ......... 000 ee eee $(151.1) $(132.8) $67.8 $123.7 
The components of net periodic benefit cost (credit) are as follows: 
Pension Benefits OPEB 
2009 2008 2007 2009 2008 2007 
(in millions) (in millions) 

SEEVICE-COSE ws. p25 ee balne dH omd -ede bedi news $ 5.2 $130 $214 $ 23 $144 $25.3 
Mnterest COSt. ..-c.2.5) 5.0208 Aioae Ds eee ees aes: ana a 36.1 37.2 34.9 17.8 22.9 28.5 
Expected asset return ... 1.2.2... 0.00 eee eee (30.4) (38.6) (38.3) — — — 
Amortized actuarial loss (gain) ................ 1.3 0.2 1.5 (1.7) — — 
Amortized prior service cost (credit)............ (0.1) 0.8 2.3 (5.4) (8.3) (3.0) 
Special and contractual termination benefits....... 2.5 53.4 16.1 (0.7) 11.0 16.9 
Curtailments.. 2... 0.0... eee eee (1.5) (1.0) (2.9) (68.0) (75.0) (17.4) 
Settlement: 2.¢...)22 44 490% ccem ober oti det a4 0.4 — — — (9.4) — 
Net periodic benefit cost (credit)............... $13.5 $65.0 $35.0 $(55.7) $(44.4) $50.3 


Our postretirement cost sharing asset from GM is measured on the same basis as the portion of the 
obligation to which it relates. The actuarial gains and losses related to the GM portion of the OPEB obligation 
are recognized immediately to the Consolidated Statement of Operations as an offset against the gains and 
losses related to the change in the corresponding GM postretirement cost sharing asset. These items are 
presented net in the change in benefit obligation and net periodic benefit cost components disclosed above. 
Remaining actuarial gains and losses are deferred and amortized over the expected future service periods of 
the active participants. 


The estimated net actuarial loss and prior service credit for the defined benefit pension plans that is 
expected to be amortized from AOCI into net periodic benefit cost in 2010 are $2.6 million and $0.1 million, 
respectively. The estimated net actuarial gain and prior service credit for the other defined benefit 
postretirement plans that is expected to be amortized from AOCI into net periodic benefit cost in 2010 is 
$0.9 million and $3.1 million, respectively. 


For measurement purposes, a weighted average annual increase in the per-capita cost of covered health 
care benefits of 8.0% was assumed for 2010. The rate was assumed to decrease gradually to 5.0% by 2016 
and to remain at that level thereafter. Health care cost trend rates have a significant effect on the amounts 
reported for the health care plans. A 1.0% increase in the assumed health care cost trend rate would have 
increased total service and interest cost in 2009 and the postretirement obligation at December 31, 2009 by 
$2.0 million and $53.9 million, respectively. A 1.0% decrease in the assumed health care cost trend rate would 
have decreased total service and interest cost in 2009 and the postretirement obligation at December 31, 2009 
by $1.6 million and $45.3 million, respectively. 


The expected future pension and other postretirement benefits to be paid, net of GM cost sharing, for 
each of the next five years and in the aggregate for the succeeding five years thereafter are as follows: 
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$47.2 million in 2010; $49.3 million in 2011; $50.8 million in 2012; $51.5 million in 2013; $52.1 million in 
2014 and $274.8 million in 2015 through 2019. These amounts were estimated using the same assumptions to 
measure our 2009 year-end pension and OPEB obligations and include an estimate of future employee service. 


Contributions We currently estimate our regulatory pension funding requirements in 2010 to be 
approximately $25 million. We expect our cash outlay, net of GM cost sharing, for OPEB to be approximately 
$15 million. 


Attrition and separation programs In 2009, we completed multiple valuations of the assets and 
liabilities of our pension and OPEB plans. We recorded a net gain $69.5 million for the curtailment of certain 
pension and other postretirement benefits in 2009. These curtailments relate primarily to UAW-represented 
associates who participated in attrition programs in 2008 but did not terminate employment with AAM until 
2009, UAW-represented associates who terminated employment in 2009 by electing to accelerate their 
remaining buydown payments and a reduction in our salaried workforce. 


In addition, we recorded expense of $1.8 million for special termination benefits in 2009. This charge 
primarily relates to the SRIP benefits paid under our pension plans, net of an adjustment resulting from the 
closing agreement we signed with the IAM in the second quarter of 2009. 


In 2008, we completed multiple valuations of the assets and liabilities of our U.S. pension and OPEB 
plans. This was required due to plan amendments, attrition programs and plant closure agreements, most of 
which resulted from the new labor agreements ratified by the UAW represented associates at our original 
U.S. locations on May 23, 2008. We recorded a net gain of $76.0 million for the curtailment of certain 
pension and OPEB in 2008. This resulted primarily from the reduction in the expected future pension and 
OPEB related to those hourly associates who have accepted the SSP and terminated employment from AAM. 


In addition, we recorded expense of $64.4 million for special and contractual termination benefits in 
2008. This charge includes lump-sum SSP benefits to be paid under our pension plans, contractual pension 
and OPEB to be provided to certain eligible associates at the facilities operating under our plant closure 
agreements and future postretirement benefits to be provided to certain eligible associates who have accepted 
the SSP. This charge also includes special and contractual pension and OPEB related to certain eligible IAM 
associates at our forging facilities and lump-sum SRIP benefits to be paid under our pension plans. 


See Note 4 — Restructuring Actions for more detail on these attrition and separation programs. 


Amendments to pension and OPEB plans In 2009, we recorded a decrease in our OPEB liability of 
$6.6 million for negative plan amendments. These primarily related to amendments of the salaried OPEB 
plans that reduced the benefits to be paid attributed to associate services already rendered as well as changes 
to labor agreements at our Cheektowaga Machining Facility. Certain changes in the 2008 labor agreements 
reduced the OPEB attributed to employee services already rendered. These changes are classified as negative 
plan amendments and reduced our OPEB obligation by $96.8 million in 2008. 


These adjustments were recorded to AOCI and will be amortized over future periods. 


2008 AAM — GM Agreement As part of the 2008 AAM — GM Agreement, we no longer have a 
liability to GM for OPEB provided to UAW represented transition associates with earned credited service from 
AAM who retire under the plans administered by GM. In 2008, we reduced our OPEB obligation 
$38.7 million to reflect the settlement of this portion of the liability. See Note 1 — Organization and Summary 
of Significant Accounting Policies for more detail on the accounting for this agreement with GM. The 
forgiveness of this obligation was accounted for as a settlement. Accordingly, the related amount of 
unamortized gain previously recorded to AOCI was recorded as a credit of $9.4 million to cost of sales in 
2008. 
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Pension plan assets The weighted-average asset allocations of our pension plan assets at December 31, 


2009 and 2008 appear in the following table. The asset allocation for our plans is developed in consideration 
of the demographics of the plan participants and expected payment stream of the benefit obligation. 


US. U.K. 
Target Target 

2009 2008 __Allocation =—§»-_ 20092008 __ Allocation _ 
Equity securities .................004, 50.5% 62.5% 50% — 70% 51.7% 47.0% 45% —55% 
Fixed income securities ................ 33.7% 32.0% 30% — 35% 47.1% 52.0% 45% — 55% 
Hedge funds .................0--0085 12.4% 54% 0% - 15% 0.0% 0.0% 0% 
CASH gina. cas opis bare sande Reda bad Cass 3.4% 0.1% 0% -5% 12% 10% 0% -5% 
Total ico. d. eMac SE ea a AS 100.0% 100.0% 100.0% 100.0% 


The primary objective of our pension plan assets is to provide a source of retirement income for 
participants and beneficiaries. Our primary financial objectives for the pension plan assets have been 
established in conjunction with a comprehensive review of our current and projected financial requirements. 
These objectives include having the ability to pay all future benefits and expenses when due, maintaining 
flexibility and minimizing volatility. These objectives are based on a long-term investment horizon. 


Investments in our defined benefit plans are stated at fair value. Level | assets are valued using quoted 
market prices that represent the asset value of the shares held by the trusts. The level 2 assets are investments 
in pooled funds, which are valued using a model to reflect the valuation of their underlying assets that are 
publicly traded with observable values. The fair value of our level 3 postretirement benefit plan assets are 
measured by compiling the portfolio holdings and independently valuing the securities in those portfolios. The 
fair values of our pension plan assets as of December 31, 2009, are as follows (in millions): 


Asset Categories Level 1 Level 2 Level 3 _Total_ 
Cash & Cash Equivalents .....................5. $ 10.8 $ — $— §$ 108 
Equity 

US. Latge Cap . 22. 3622.0 05ueod.o3ebcedba bes 85.6 2.8 _— 88.4 

WS. -Small/Mid Cap. oxacd padsa verse eee eka oe 23.5 3.5 _ 27.0 

World Equity es 0p cct eras $e ee ee be 34.0 32.5 _— 66.5 
Fixed Income Securities 

Government & Agencies ................00-004. 40.7 — — 40.7 

Corporate Bonds — Investment Grade ............. 52.2 — — 52.2 

Corporate Bonds — Non-investment Grade.......... 18.7 — —_— 18.7 

Emerging Market Debt .....................0.. 17.3 — — 17.3 

QUE occiant Ac eieeaea se Ae a ek eee 2 1.8 — — 1.8 
Hedge Funds 

Multi Strategy Hedge Fund ..................... 2 = _ 35.3: 393 
Total Plan Assets........... 0.0.0.0 0c eee ee eee $284.6 $38.8 $35.3 $358.7 
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The change in the fair value of our level 3 assets in 2009 is as follows (in millions): 


Multi Strategy 


Hedge Fund 
Beginning balance at December 31, 2008 .................0.00 00 eee eee $13.5 
Actual return on plan assets: 
Relating to assets still held at the reporting date ................ 0.000005. 1.4 
Purchases, sales and settlements ........ 0.0.0.0 00 eee eee 20.4 
Ending balance at December 31, 2009... .............00 000. c eee eee $35.3 


DEFINED CONTRIBUTION PLANS Most of our salaried U.S. associates are eligible to participate 
in voluntary savings plans. Our maximum match is 50% of eligible salaried associates’ contribution up to 10% 
of their eligible salary. Matching contributions amounted to $3.3 million in 2009, $3.8 million in 2008 and 
$3.7 million in 2007. U.S. salaried associates are eligible to receive an additional annual retirement 
contribution (ARC) benefit between 3% to 5% of eligible salary, depending on years of service. We made 
contributions of $2.9 million, $3.4 million and $3.2 million in 2009, 2008 and 2007, respectively, for the 
ARC. 


As part of the 2008 labor agreements, certain UAW represented associates at our original U.S. locations 
are eligible for a Company match on associate contributions made to the voluntary savings plans beginning in 
2009. Our maximum match will be 25% of hourly associates’ contribution up to the first 6% of their 
contributions. Matching contributions amounted to $0.4 million in 2009. Certain UAW represented associates 
are also eligible to receive an ARC benefit of 5% of eligible wages beginning in 2009. We made contributions 
of $1.8 million in 2009 for the ARC related to these associates. 


DEFERRED COMPENSATION PLAN Certain U.S. associates are eligible to participate in a non- 
qualified deferred compensation plan. Payments of $1.4 million, $1.7 million and $1.9 million have been made 
in 2009, 2008 and 2007, respectively, to eligible associates that have elected distributions. At December 31, 
2009 and 2008, our deferred compensation liability was $11.7 million and $10.9 million, respectively. Due to 
the changes in the value of this deferred compensation plan we increased our liability by $2.0 million in 2009, 
reduced our liability by $2.3 million in 2008 and increased our liability by $1.4 million in 2007. 


11. STOCK-BASED COMPENSATION 


At December 31, 2009, we have grants outstanding under stock incentive compensation plans approved 
by our stockholders. Under these plans, a total of 19.1 million shares have been authorized for issuance to our 
directors, officers and certain other associates in the form of options, unvested restricted stock or other awards 
that are based on the value of our common stock. The 1999 stock incentive compensation plan expired in 
January 2009. The Company has no shares available for future grants at December 31, 2009. 


STOCK OPTIONS Under the terms of the plans, stock options are granted at the market price of the 
stock on the grant date. The contractual term of outstanding stock options ranges from 10 to 12 years. We 
issue new shares to satisfy stock-based awards. 


Stock option awards become exercisable in three approximately equal annual installments beginning one 
year from the date of grant. 
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The following table summarizes activity relating to our stock options: 


Weighted- 

Number of — Average Exercise 

Shares Price per Share 

(in millions, except per share data) 
Outstanding at January 1, 2007 ........ 0... eee eee. 6.8 $23.10 
Options Granted a ccckv sc yas Pewee OSS See wae Y POA Coe ae 0.3 26.02 
OPulONs: EXercised. 644 esa we Bae oe ee A ee eS ee (0.9) 15.25 
Options canceled ine i ge4- coh Pee haute sds oi a44 SER oR Rad (0.1) 32.76 
Outstanding at December 31, 2007 ........ 0.0.0... cee eee eee ee 6.1 $24.16 
Options granted 3 sic. eet eee e ewe oboe peed oe se be Ged ees 0.3 10.08 
OpuiOns €xercised 24.65 oe ghee whvae YS Ree eee eee ale (0.1) 11.47 
Options canceled: -.c2a%id ioe Hews hee eh bees bee eee eke é (0.3) _ 23.45 
Outstanding at December 31, 2008 .......................00.. 6.0 $23.57 
Options granted... cis Paves wade Wea Galea’ be Secs hea 0.1 2.81 
Options exercised: vio hegctg nike c veg bees eg eny ee la ae (0.2) 4.26 
Options. canceled) ¢ ins u5. ge5 Sees eek Se Oe Se BY Mogae ats AGM (0.3) _ 22.84 
Outstanding at December 31, 2009 ............. 0.0.02 5.6 $23.96 
Exercisable at December 31, 2007..........0. 0.000000. cece eee 55 $24.40 
Exercisable.at December 31, 2008... 2. ccc cea eae eee eee hes 5.4 $24.42 
Exercisable at December 31, 2009........ 0.0.0.0... cece eee 5.1 $25.05 


As of December 31, 2009, unrecognized compensation cost related to unvested stock options totaled 
$0.6 million. The weighted average period over which this cost is expected to be recognized is approximately 
one year. The total intrinsic value of options outstanding as of December 31, 2009 was $0.8 million. There 
was no intrinsic value of options exercisable as of December 31, 2009. The total intrinsic value of stock 
options exercised in 2009 and 2008 was $0.8 million and $0.5 million, respectively. 


The following is a summary of the range of exercise prices for stock options that are outstanding and 
exercisable at December 31, 2009: 


Weighted- Weighted- Number of Weighted- 
Range of Outstanding Average Exercise Average Stock Options Average Exercise 
Exercise Prices Stock Options Price per Share Contractual Life Exercisable Price per Share 
(in millions, except per share data) (in years) (in millions, except per share data) 

D2. Oak iientod eee 5 Inca 0.1 $ 2.81 9.0 — $ — 
D8 .85. ee dele eee pote Bt 0.4 8.85 1.3 0.4 8.85 
$10.08-$15.58.......... 1.1 13.92 4.5 0.8 14.79 
$19.54-$23.73.......... 1.1 23.66 31 1.1 23.66 
$24.15-$27.00.......... 1.6 25.00 3.7 1.5 24.94 
$32.13-$40.83.......... 1.3 38.56 4.1 1.3 38.56 

5.6 $23.96 8 wl $25.05 
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We estimated the fair value of our employee stock options on the date of grant using the Black-Scholes 
option-pricing model with the following assumptions: 


2009 2008 2007 
Expected: Volatuhty .cics:2 iad eae eg Bee eed ede She a 64.32% 46.10% 44.26% 
Risk-free interest Tate 5.654 awhe sete peda ing aes eee eee hae os 2.07 % 3.78% 4.46% 
Dividend Viel@).a esis ig WS Sele a AS EG A Lee Ea eee ek 2.85 % 6.20% 2.30% 
Expected life of options... 2.2... 00... cece eee 8 years 8 years 8 years 
Weighted-average grant-date fair value .......... 0... cee eee eee ee $ 140 $ 267 §$ 11.13 


Expected volatility was based on the daily changes in our historical common stock prices over a period 
equal to the expected life of the award. The risk-free rate is based on the U.S. Treasury yield curve in effect at 
the time of the grant corresponding to the expected life of the options. Our dividend yield is based on the 
dividend at the time of grant. The expected life of options is based on historical stock option exercise patterns 
and the terms of the options. 


OTHER STOCK-BASED COMPENSATION We awarded performance accelerated restricted stock, 
restricted stock and restricted stock units (PARS, RS and RSUs, respectively). The total amount of 
compensation expense associated with the RSUs is recorded as an accrued liability when incurred while the 
total amount of compensation expense associated with PARS and RS is recorded to paid-in-capital. The PARS 
and RSUs vest over three to five years contingent upon the satisfaction of future financial performance targets 
specified by the plan and the RS vests over three years. The unearned compensation is expensed over the 
expected vesting period. 


The following table summarizes activity relating to our PARS, RS and RSUs: 


Weighted Average 
Number of Grant Date Fair 
Shares/Units Value per Share/Unit 


(in millions, except per share data) 


Outstanding at January 1, 2007.......................000. 1.8 $20.46 
GAME soe x, 3 atts 4 seats oases ee ks Shee ea ea i oe oR ee Been a 0.9 26.07 
VEStEd so sieana pV Os SUR RUS PG baa he eo dee ee Pe eS (0.2) 22.78 
Cancelledw.i.c 226 oe wind cedee he Bek Reema wes (0.2) 21.90 

Outstanding at December 31, 2007...................0004. 23 22.33 
Granted) cd ess bein tees one gee teed eid bie es 1.0 18.87 
Vested ls i. castientecence ns ¢ Cane ante digs SNe ae Oa ee es (0.2) 2299 
Camel ed eis ciate o adacech tues ta haarch: Stata eases uke EN al ee eles (0.2) 21.87 

Outstanding at December 31, 2008................00000005 2.9 21.17 
PANTS 52s 2. cerses a acguand tiee haat Be Rig ee ee ot ee ede gee Dai eta a whitess 1.3 2.81 
Vested) cn. oi ese Se ye oe WED DB (0.7) 18.36 
Cancelled aise xc. Bese Oe eG wk eh esend S eeeem lod Se aoe, Sets (0.2) 19.78 

Outstanding at December 31, 2009................000-0005 3.3 $14.77 


As of December 31, 2009, unrecognized compensation cost related to unvested PARS, RS and RSUs 
totaled $12.6 million. The weighted average period over which this cost is expected to be recognized is 
approximately two years. In 2009 and 2008, the total fair market value of PARS, RS and RSUs vested was 
$3.7 million and $2.3 million, respectively. 
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We made cash payments of $0.1 million and $2.0 million related to vested RSUs in 2009 and 2008, 
respectively. We made payments of $1.0 million in January 2010 related to a portion of the vested RSUs in 
2009. 

12. INCOME TAXES 


Income (loss) before income taxes for U.S. and non-U.S. operations was as follows: 


2009 2008 2007 
(in millions) 
UWS 1088s. gc.3 04d. sGpiwd ass aoesid @ bets sa di ee ae $(364.1) $(1,168.4)  $(55.1) 
Non-U:S,. INCOME: ener aha ee ee aes eee a Saeed eels 66.9 47.1 72.7 
Total income (loss) before income taxes ..............00005 $(297.2)  $(1,121.3) $ 17.6 


The following is a summary of the components of our provisions for income taxes: 


2009 2008 2007 
(in millions) 


Current 

Federally. succes ae 2s dale wehu de faves sees chaise ards $ 60 $ 6.0 $11.1 

Other state and local... 2... 2... . ce ee 0.5 1.4 0.9 

FOLeiony .255 cedawts eis ada bhs wh ales She Ree ee eS 17.3 7.7 6.1 

Total Current 5 & fess. aca aee ce aad oh ae Ye deat deb ce cece ae Bede heels 23.8 15.1 18.1 

Deferred 

Bedetall. 2285) sch Sti, Seceace a eae aed iso Sede en tee eee cute (64.7) 74.7 (32.6) 
Other state and local... 1... . .. ee eee (0.6) 3.8 0.6 

Ne) oi) sa ae eee (2.3) 9.7 (5.5) 
Total défetred s.5.:-4.<3:den ck evareeicgnde ate ten deed ahaa (67.6) 88.2 (37.5) 
Total income tax expense (benefit) ...................-05- $ (43.8) $ 103.3 $(19.4) 


The following is a reconciliation of our provision for income taxes to the expected amounts using 
statutory rates: 


Ne 
Federal statutory s+ hs cst ashe ai esl ob ot oo a ea i oe ee 35.0% 35.0% 35.0% 
Foreign INCOME TaX€S! sexo ad adie gy ated EOE eae we eR as 11.6 2.2 (129.6) 
State-and local .4.:. e.s:cos eed Shen PG whee ee ee beta ee 0.1 — 6.6 
Federal tax: Credits’ 2.2 i64.22-0000.06s. 05 Hb 40 d44e0e4 Hehe — — (29.8) 
Valuation allowance .. 1.0.0... 0... eee (10.2) (44.8) — 
U.S. tax on unremitted foreign earnings.................... (33.2) — — 
NOL Carryback réftind «3.044.406 i445026% deebacrenad od ee ey 16.4 — — 
Other 56-65 dos eS he ha Se ee eR ee ee __ 6.0) (1.6) 71 
Effective income: tax Tates...i240.¢¢63, 4500440445845 04 400% _ 14.7% (9.2)% (110.7)% 


Our income tax expense and effective tax rate for 2009 reflects the effect of recording a tax benefit 
related to the extension of the carryback period of our 2008 NOL, recording a valuation allowance against 
income tax benefits on losses in the U.S. and certain foreign subsidiaries and taxes on unremitted foreign 
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earnings. The income tax expense and effective tax rate for 2008 reflects the effect of the valuation allowance 
that was recorded in 2008 in the U.S. and U.K. and the effect of not recording an income tax benefit on tax 
losses in the U.S. The 2007 income tax benefit is primarily the result of recognizing the deferred income tax 
benefit of current year losses in the U.S. and the tax rate impact of an increase in foreign source income, 
which carries a lower overall effective tax rate than U.S. income. In 2007, the change in the effective tax rate 
also reflects the impact of tax deductions on a smaller base of income (loss) before income taxes. 


In the fourth quarter of 2009, the U.S. Congress passed the Worker, Homeownership and Business Act of 
2009 which, among other things, extended the NOL carryback period for most taxpayers from two years to up 
to five years for either 2008 or 2009 NOLs. This law enabled us to carryback our 2008 NOL to 2003. As a 
result of this special carryback election, we recorded an income tax benefit of $48.8 million in the fourth 
quarter 2009. In February 2010, we received the $48.8 million refund in full. 


As of December 31, 2009 and 2008, we have refundable income taxes of $52.7 million and $6.6 million, 
respectively, classified as prepaid expenses and other on our Consolidated Balance Sheet. We also have 
income taxes payable of $3.8 million classified as other accrued expenses on our Consolidated Balance Sheet 
as of December 31, 2009. 


The following is a summary of the significant components of our deferred tax assets and liabilities: 


December 31, 
2009 2008 
(in millions) 


Current deferred tax assets 


Employee benefits), 2 occa da an dohieedaayesee cast Leese ee leescdeu $12.9 $ 27.1 
INVEDLOLY: jaa Lh YA ered ied Gude hee ble bebo eet Oi ee a 6.6 20.8 
Prepaid: taxesand Other y:2225.9.0¥. 08s see ede wed beh ee eee 28.5 27.8 
Valuation: allowance \ssiecc ice eod.c8d. anions dae dd a edo, Seas a ad dal Baga lace S (42.1) (70.0) 
Total current deferred tax assets... 0.0... eee eee 5.9 5.7 


Current deferred tax liabilities 
Tnventory and: other «3.4. sec eskideaeedt ede eid ote bewddela pias (4.4) (13.3) 


Current deferred: tax. asset, Net o2c:.c22ccsnnmeee Gi agitewisdeeeetesdeas $ 15 $ (7.6) 


Current deferred tax assets and liabilities recognized in our Consolidated Balance Sheets are as follows: 


December 31, 


2009 2008 
(in millions) 
U.S. federal and state deferred tax asset, net... ......0. 0.0.00... $ — $ 13 
Other foreign deferred tax asset (liability), net .................2.0000005. 1.5 (8.9) 
Current deferred tax asset (liability), net... 2.0... 2. eee eee $15 $ (7.6) 
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The following is a summary of the significant components of our noncurrent deferred tax assets and 
liabilities: 
December 31, 
2009 2008 
(in millions) 


Noncurrent deferred tax assets 


Employee benefits...4 24.4984 % dnp 6045 o5 20% tds Deed Peoy does areas $ 249.6 $ 246.4 
NOL. Camryforwatds: wo. soso Cae te ERAS ee aes OS 164.6 186.7 
Tax credit carryforwards.... 1.0... . eee eee ee tenes 99.9 30.9 
Capital allowance carryforwards.... 0.0... 0... cee eee eee 24.6 20.4 
FIX€d ASSEIS i255. Sav ag PS a ake ee 2s Ae Re SE ee a ee ee es 33.1 — 
Deferred TEVEMUC: ence ee a ad A Ra ees eont es Wenn aoe 80 e's a ately legta pa dk 59.2 31.7 
Capitalized expenditures ....s0 5s ee b Paws eas We BREA as debe Saee a als 75.1 23.6 
Oets .4.ebcineee dis phteoot ites evdwoeswat i sta givdenteteheted 4.4 9.6 
Valuation allowanes: xcs... esice i Gye cigs dis a ecdoace oes 0. Bae longwle Sdueh a: nal a andon Shae (517.6) (511.8) 
Noncurrent deferred tax assets .. 0.0... 00. cee eee 192.9 37.5 
Noncurrent deferred tax liabilities 

Fixed assets and other .... 0.2.0.0... 0c ee eee (170.8) (21.6) 
Noncurrent deferred tax asset, net... 0.0... cee ee ee ee ee $ 22.1 $ 15.9 
Noncurrent deferred tax assets and liabilities recognized in our Consolidated Balance Sheets are as 


follows: 


December 31, 


2009 2008 
(in millions) 
U.S. federal and state deferred tax asset, net... 2.0.0... 0... cee eee eee $ 222 $ 64 
Other foreign deferred tax asset (liability), net ......................00. (0.1) 9.5 
Noncurrent deferred tax asset, net... 0.0... eee ee $ 22.1 $ 15.9 


DEFERRED INCOME TAX ASSETS AND LIABILITIES AND VALUATION ALLOWANCES 
The deferred income tax assets and liabilities previously summarized reflect the impact of temporary 
differences between the carrying amounts of assets and liabilities for financial reporting purposes and the basis 
of such assets and liabilities as measured by tax laws. As of December 31, 2009 and December 31, 2008, we 
had deferred tax assets from domestic and foreign NOL and tax credit carryforwards of $289.1 million and 
$238.0 million, respectively. Approximately $59.5 million of the deferred tax assets at December 31, 2009 
relate to NOL carryforwards or tax credits that can be carried forward indefinitely with the remainder having 
carryover periods of 10 to 20 years. 
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In accordance with the accounting guidance for income taxes, we estimate whether recoverability of our 
deferred tax assets is “more likely than not,’ based on forecasts of taxable income in the related tax 
jurisdictions. In this estimate, we use historical results, projected future operating results based upon approved 
business plans, eligible carry forward periods, tax planning opportunities and other relevant considerations. 


At December 31, 2009, the U.S. valuation allowance was $483.0 million compared to $534.7 million at 
December 31, 2008. The change in the valuation allowance was primarily attributable to the special 2008 
NOL carryback and the establishment of a deferred tax liability for the U.S. tax impact of undistributed 
earnings of certain foreign subsidiaries, primarily offset by additional valuation allowances recorded to offset 
the deferred tax benefits resulting from losses incurred in 2009. 


Accounting guidance for income taxes requires a deferred tax liability be established for the U.S. tax 
impact of undistributed earnings of foreign subsidiaries unless it can be shown that these earnings will be 
permanently reinvested outside the U.S. Prior to the fourth quarter of 2009, we did not provide for U.S. taxes 
relating to undistributed earnings of our foreign subsidiaries because we expected all accumulated and 
undistributed foreign earnings to be permanently reinvested in jurisdictions outside of the U.S. In 2009, our 
U.S. operations required significant cash funding. As a result, we believe these accumulated foreign earnings 
in certain jurisdictions are likely to be remitted to the U.S. as dividends or intercompany loans and have 
established a deferred tax liability of $118.8 million representing the estimated tax impact of the undistributed 
earnings of certain foreign subsidiaries. The remittance of these undistributed earnings may subject us to 
U.S. income taxes and certain foreign withholding taxes at the time of remittance. 


In the second quarter of 2008, several events occurred that led us to significantly revise the near-term 
projected future operating results of our U.S. operations. We reviewed the likelihood that we would be able to 
realize the benefit of our U.S. deferred tax assets, based on revised near-term projected future operating results 
of our U.S. operations. We concluded that it is no longer “more likely than not” that we will realize our net 
deferred assets in the U.S. and recorded a charge to income tax expense in the second quarter of 2008 of 
$54.4 million to establish a full valuation allowance against these assets. 


At December 31, 2009, our valuation allowance recorded for foreign subsidiaries was $76.7 million 
compared to $47.1 million at December 31, 2008. We recorded addition valuation allowance in 2009 primarily 
to offset the increase in deferred tax benefits resulting from losses incurred in certain foreign subsidiaries. 


If, in the future, we generate taxable income on a sustained basis in the U.S. or in foreign jurisdictions, 
for which we have recorded valuation allowances, our current estimate of the recoverability of our deferred tax 
assets could change and result in the future reversal of some or all of the valuation allowances. 


UNRECOGNIZED INCOME TAX BENEFITS | To the extent our uncertain tax positions do not meet 
the “more likely than not” threshold, we have derecognized such positions. To the extent our uncertain tax 
positions meet the “more likely than not” threshold, we have measured and recorded the highest probable 
benefit, and have established appropriate reserves for benefits that exceed the amount likely to be sustained 
upon examination. 
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A reconciliation of the beginning and ending amounts of unrecognized income tax benefits is as follows: 


Unrecognized 
Income Tax Interest and 
Benefits Penalties 
(in millions) 

Balance at January 1, 2007 ..... 0.0.0.0... 00. cece $27.7 $ 1.0 
Increase in prior year tax positions ................ 0.000000. 000. 5.1 1.3 
Decrease in prior year tax positions .. 2... 2.2... cee eee eee (2.1) — 
Increase in current year tax positions .................. 00000000. 3.3 
Statute of limitations release... 1.2... eee (2.8) (0.4) 
Settlement: + <.24.06$42003 55 boon Gwe e Shas Rew eee et wake ae = _ (0.1) 
Balance at December 31, 2007 ...... 0.0.0.0... 0.0 eee $31.2 $ 1.8 
Increase in prior year tax positions ............... 2.000.000. eee 7.0 3.6 
Decrease in prior year tax positions .. 2... 2... 0... eee ee eee (1.7) (0.2) 
Increase in current year tax positions ........... 0... eee eee 4.4 — 
Settlement s-. 2 jhewedd ea beaded ee oe Pa eid ee _ (0.3) = 
Balance at December 31, 2008 ...........0.0.0 0.00.00 cece eee $40.6 $ 5.2 
Increase in prior year tax positions ............... 2.000000. eee 0.5 4.1 
Decrease in prior year tax positions ............... 00 eee eee (1.2) — 
Increase in current year tax positions .............. 0.000 eee __ 0.7 _ 6.0 
Balance at December 31, 2009... 0.0.0.0... 0000 cee eee $40.6 15.3 


At December 31, 2009 and December 31, 2008, we had $40.6 million of net unrecognized income tax 
benefits. Included in the balance at December 31, 2009 and December 31, 2008 is $10.6 million, for which 
the ultimate deductibility is highly certain but for which there is uncertainty about the timing of such 
deductibility. Because of the impact of deferred tax accounting, other than interest and penalties, the 
disallowance of the shorter deductibility period would not affect the annual effective tax rate but would 
accelerate the payment of cash to the taxing authority to an earlier period. 


In 2009, 2008 and 2007, we recognized $10.1 million, $3.4 million and $1.3 million, respectively, of 
interest and penalties in income tax expense (benefit) on our Consolidated Statement of Operations. We have a 
liability of $15.3 million and $5.2 million related to the estimated future payment of interest and penalties at 
December 31, 2009 and 2008, respectively. 


We file income tax returns in the U.S. federal jurisdiction, as well as various states and foreign 
jurisdictions. With few exceptions, we are no longer subject to U.S. federal, state and local, or 
non-U.S. income tax examinations by tax authorities for years before 2003. The 2004 and 2005 U.S. federal 
income tax returns are currently under audit and we expect resolution in 2010. The Internal Revenue Service 
(IRS) commenced an examination of our U.S. income tax return for 2006 and 2007 in 2008. At this time, we 
are also under audit in several foreign jurisdictions. 


Based on the status of the IRS audits and audits outside the U.S. and the protocol of finalizing audits by 
the relevant tax authorities, it is not possible to estimate the impact of changes, if any, to previously recorded 
uncertain tax positions. However, as of December 31, 2009, the IRS and other foreign tax authorities have 
proposed certain adjustments to our taxable income that would impact our liability for unrecognized tax 
benefits. Although it is not possible to predict the timing of the conclusion of all ongoing audits with 
accuracy, we anticipate that the current U.S. IRS audits will be complete by the end of 2010. It is possible that 
a reduction in the unrecognized tax benefits may occur; however, quantification of an estimated range cannot 
be made at this time. 
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13. CAPITAL STOCK AND EARNINGS (LOSS) PER SHARE (EPS) 


On December 18, 2009, we issued 16.1 million shares of AAM common stock in exchange for 
$109.7 million net proceeds. We used the proceeds for general corporate purposes. 
The following table sets forth the computation of our basic and diluted EPS: 


2009 2008 2007 
(in millions, except per share data) 


Numerator 
Net income (loss) attributable to AAM........... 000000000008 $(253.1) $(1,224.3) $37.0 


Denominators 
Basic shares outstanding - 
Weighted-average shares outstanding ...................0.. 52.6 51.6 33.1 
Effect of dilutive securities - 
Dilutive stock-based compensation .....................00. —_— —_— 0.7 
Diltive: Warrants =, 60365..8 cegce, Se hee Sead, Pine eee a a ea el ys — — 


Diluted shares outstanding - 


Adjusted weighted-average shares after assumed conversions... .. 52.6 51.6 53.8 
BasiGsBPS os s.8) 5 shawn Sa eae ae ined he Lae ee es $ (4.81) $ (23.73) $0.70 
Piltited EPS 3.0 f8.4 ged’ aha ae WRAL a a ele a $ (4.81) $ (23.73) $0.69 


Basic and diluted loss per share are the same in 2009 because the effect of 0.7 million potentially dilutive 
warrants would have been antidilutive. Basic and diluted loss per share are the same in 2008 because the 
effect of 1.0 million potentially dilutive shares would have been antidilutive. 


In January 2009, we adopted new accounting guidance which notes that unvested share-based payment 
awards that contain nonforfeitable rights to dividends or dividend equivalents are participating securities and 
shall be included in the computation of EPS pursuant to the two-class method. Adoption of this new guidance 
increased basic and diluted shares outstanding by 2.0 million shares and 1.1 million shares, respectively, in 
2007. However, basic and diluted shares outstanding did not increase in 2009 and 2008 as we were in a loss 
position and the participating securities do not participate in losses. 


Certain exercisable stock options were excluded in the computations of diluted EPS because the exercise 
price of these options was greater than the average annual market prices. The number of stock options 
outstanding excluded from the calculation of diluted EPS was 5.7 million at year-end 2009, 5.2 million at 
year-end 2008 and 1.9 million at year-end 2007. The ranges of exercise prices related to these excluded 
exercisable stock options were $8.85 — $40.83 at year-end 2009, $12.00 — $40.83 at year-end 2008 and 
$26.02 — $40.83 at year-end 2007. 
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14. COMPREHENSIVE INCOME (LOSS) 


Comprehensive income (loss) consists of the following: 


2009 2008 2007 
(in millions) 

Net 1nGoitie <(lOSS)«. 3 <.4.0.5-2-0: settee ak oe & a Ree ee ERA A oe Ades aes $(253.3) $(1,224.6) $37.0 

Defined benefit plans, net of tax... . ee (72.5) (62.8) 34.3 

Foreign currency translation adjustments, net of tax..................0.. 37.6 (34.0) 18.7 

Change in derivatives, net of tax... 0... ee ee es 11.4 (8.1) (1.8) 

Comprehensive income (loss) ..........00 000 ee eee $(276.8) $(1,329.5) $88.2 

Net loss attributable to noncontrolling interests ...................... 0.2 0.3 —_— 
Foreign currency translation adjustments related to noncontrolling 

INtETEStS: #6. ooh Sa ea LES Ort Shee ese bea Bleek ae (0.4) — — 

Comprehensive income (loss) attributable to AAM ................0005- $(277.0) $(1,329.2) 88.2 


15. COMMITMENTS AND CONTINGENCIES 


PURCHASE COMMITMENTS _ Obligated purchase commitments for capital expenditures and related 
project expenses were approximately $76.3 million at December 31, 2009 and $96.3 million at December 31, 
2008. 


LEGAL PROCEEDINGS We are involved in various legal proceedings incidental to our business. 
Although the outcome of these matters cannot be predicted with certainty, we do not believe that any of these 
matters, individually or in the aggregate, will have a material adverse effect on our financial condition, results 
of operations or cash flows. 


We are subject to various federal, state, local and foreign environmental and occupational safety and 
health laws, regulations and ordinances, including those regulating air emissions, water discharge, waste 
management and environmental cleanup. We will continue to closely monitor our environmental conditions to 
ensure that we are in compliance with all laws, regulations and ordinances. We have made, and will continue 
to make, capital and other expenditures to comply with environmental requirements, including recurring 
administrative costs. Such expenditures were not significant during 2009, 2008 and 2007. 


ENVIRONMENTAL OBLIGATIONS Due to the nature of our manufacturing operations, we have 
legal obligations to perform asset retirement activities pursuant to federal, state, and local requirements. The 
process of estimating environmental liabilities is complex. Significant uncertainty may exist related to the 
timing and method of the settlement of these obligations. Therefore, these liabilities are not reasonably 
estimable until a triggering event occurs that allows us to estimate a range and assess the probabilities of 
potential settlement dates and the potential methods of settlement. As a result of the plant idling and 
consolidation in 2009, the methods and timing of certain environmental liabilities related to these facilities 
became reasonably estimable. See Note 4 — Restructuring Actions for more detail on our environmental 
liabilities, included in asset retirement obligations. 


In the future, we will update our estimated costs and potential settlement dates and methods and their 
associated probabilities based on available information. Any update may change our estimate and could result 


in a material adjustment to this liability. 
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PRODUCT WARRANTIES We record a liability for estimated warranty obligations at the dates our 
products are sold. Our estimated warranty obligations for products sold are based on management estimates. 
For products and customers with actual warranty payment experience, we estimate warranty costs principally 
based on past claims history. For certain products and customers, actual warranty payment experience does not 
exist or is not mature. In these cases, we estimate our costs based on our contractual arrangements with 
individual customers, existing customer warranty programs, sales history and internal and external warranty 
data. The following table provides a reconciliation of changes in the product warranty liability: 


December 31, 


2009 2008 
(in millions) 
Besinning balance: 4 sis eee acta eeiegas aid eene eee ow Ha eae $ 26 $ 68 
ACCHUAIS:; ¢. vis3 b Betis ce Aeale Ree as en a ein GS ha eA Vee es 0.5 0.6 
Settlements. 2 .0n5 Awe eee eo ee ae ed Sead Aah wee Wee (0.4) (0.6) 
Adjustments to prior period accruals... 2.0... 1... eee eee (0.8) (3.5) 
Foreign currency translation and other........................0000000- 0.2 (0.7) 
Ending balance «20.0 cc saus vetee dete eh tebe e aes obo reeds dosh ee aes $ 2.1 $ 2.6 


16. SEGMENT AND GEOGRAPHIC INFORMATION 


We operate in one reportable segment: the manufacture, engineer, design and validation of driveline 
systems and related components and chassis modules for light trucks, SUVs, passenger cars, crossover vehicles 
and commercial vehicles. Financial information relating to our operations by geographic area is presented in 
the following table. Net sales are attributed to countries based upon location of customer. Long-lived assets 
exclude deferred income taxes. 


December 31, 


2009 2008 2007 
(in millions) 

Net sales 

United States 2... ee eee eee $ 979.7 $1,306.5  $2,069.0 
Canadas ¢.66.% dbo eat hho bbw dee be Oe btw eae eee bed 66.5 166.2 385.3 
IMICXICO ies kao es ee es ne igs eon te Ge crane a 371.6 469.2 630.6 
OPS aes tessa e flee eee ts eae ee eh oe ee a ett Oe 103.8 167.3 163.3 
Total Net. Sal6Sieve6.cecke keen Sie be eee Baw ae aes $1,521.6 $2,109.2 $3,248.2 
Long-lived assets 

United States: s4s.o ave dwn Hse dd alee sn ls tek seed ehn oe $ 818.0 $ 939.1 $1,507.4 
IME@XI1CO 6.3.45 & br6 or eed bob Dk oe oe oe he aS Sb sde SEs 410.3 432.3 442.0 
UGE eres dee ec ie sects az ces telast se aries scot ede sheds ee ce oc he eisai ale 214.2 160.4 164.5 
Total long-lived assets... 2... 0... eee $1,442.5 $1,531.8  $2,113.9 
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UNAUDITED QUARTERLY FINANCIAL DATA 
Three Months Ended, 
March 31 June 30 September 30 December 31 
(in millions, except per share data) 

2009 

INEt SALES: cei ics eatete wate tak dhe th lan aeatee Sal dence $402.4 $ 245.6 $ 409.6 $ 464.0 
Gross profit (loss).........-..0000 eee eee 27.1 (215.1) 88.5 68.4 
Net income (loss) attributable to AAM ...... (32.7) (288.6) 19.6 48.6 
BOCES? 5.4 ce cuany eases pRe a eee Bs $(0.59) $ (5.20) $ 0.35 $ 0.83 
Dilubed BPS ch ce. cu cyte emaey due sawed $(0.59) $ (5.20) $ 0.35 $ 0.80 
2008 

Net Sales: x23 oust ene Bee oe Saree ee et $587.6 $ 490.5 $ 528.1 $ 503.0 
Gross profit (loss)........ 0.0.0 ee eee 12.7 (527.9) (378.4) 28.4 
Net income (loss) attributable to AAM® ...... (27.0) (644.3) (440.9) (112.1) 
Bagi BPS 4c ceoetiidyenwecrenadeea’ $(0.52)  $(12.49) $ (8.54) $ (2.17) 
Dilited BPG ic obese eat oe besa een $(0.52)  $(12.49) $ (8.54) $ (2.17) 
Net loss attributable to AAM in the second quarter of 2009 included $172.8 million of charges related to 


asset impairments, indirect inventory obsolescence and idled leased assets and a $22.5 million charge 
related to acceleration of BDP expense. Net income attributable to AAM in the third quarter of 2009 
included a $42.3 million gain related to the curtailment of certain pension and other postretirement 
benefits. Net income attributable to AAM in the fourth quarter of 2009 included a $48.8 million income 
tax benefit for a tax refund claim related to newly enacted legislation providing for a special 5-year NOL 
carryback election. 


Net loss attributable to AAM in the second quarter of 2008 included $329.9 million of charges related to 
asset impairments, indirect inventory obsolescence and idled leased assets, $137.3 million of net charges 
for hourly workforce and benefit reductions and $54.4 million of charges related to deferred tax asset 
write-offs. Net loss attributable to AAM in the third quarter of 2008 included $255.9 million of charges 
related to asset impairments and indirect inventory obsolescence, $83.7 million in net charges related to 
hourly workforce and benefit reductions and a $51.9 million charge for the acceleration of BDP expense. 
Full year basic and diluted EPS will not necessarily agree to the sum of the four quarters because each 
quarter is a separate calculation. 
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18. SUPPLEMENTAL GUARANTOR CONDENSED CONSOLIDATING FINANCIAL 
STATEMENTS — 7.875% NOTES, 5.25% NOTES AND 2.00% CONVERTIBLE NOTES 


Holdings has no significant asset other than its 100% ownership in AAM, Inc. and no direct subsidiaries 
other than AAM, Inc. Holdings fully and unconditionally guarantees the 7.875% Notes and 5.25% Notes, 
which are senior unsecured obligations of AAM, Inc. The 2.00% Convertible Notes are senior unsecured 
obligations of Holdings and are fully and unconditionally guaranteed by AAM, Inc. 


The following Condensed Consolidating Financial Statements are included in lieu of providing separate 
financial statements for Holdings and AAM, Inc. These Condensed Consolidating Financial Statements are 
prepared under the equity method of accounting whereby the investments in subsidiaries are recorded at cost 
and adjusted for the parent’s share of the subsidiaries’ cumulative results of operations, capital contributions 


and distributions, and other equity changes. 


Condensed Consolidating Statements of Operations 
Holdings 


2009 
Net sales 
Bxteimallies. 2 & ote. 4 os Son a a Gas ee Cae $ — 


Gross profit (loss)... 2.0... eee ee — 
Selling, general and administrative expenses........ — 
Operating income (loss) ..................000. — 
Non-operating income (expense), net............. — 
Income (loss) before income taxes............... — 
Income tax expense (benefit)................... — 
Earnings (loss) from equity in subsidiaries ......... (253.1) 
Net income (loss) before royalties and dividends... . . (253.1) 
Royalties and dividends ..................--0. — 
Net loss after royalties and dividends............. (253.1) 

Net loss attributable to noncontrolling interest. .... — 


Net income (loss) attributable to AAM............ $(253.1) 


76 


AAM Inc. 


$ 514.5 
25.4 
539.9 
656.7 
(116.8) 
163.0 
(279.8) 
(95.5) 
(375.3) 
(59.5) 


All Others 
(in millions) 


$1,007.1 
105.2 
1,112.3 
1,026.6 
85.7 

9.7 

76.0 

22 

78.2 
15.7 


Elims 


$ — 
(130.6) 
(130.6) 
(130.6) 


$1,521.6 
1,521.6 
1,552.7 
(31.1) 
172.7 
(203.8) 
(93.3) 
(297.1) 
(43.8) 
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Condensed Consolidating Statements of Operations 


2008 
Net sales 


External... 2... ee ee 


Gross profit (loss)... 2... 0. eee eee eee 
Selling, general and administrative expenses... .. 
Operating income (loss) ................0.0. 
Non-operating expense, net..............-.. 
Income (loss) before income taxes............ 
Income tax expense (benefit)................ 
Loss from equity in subsidiaries ............. 


2007 
Net sales 


Exteriiallls -i-.0: ex se srg} Arar hictet Ae et buses A ancturnes tek. tas 


GTOSS POM ts. csca ae itd aetise eck, Hal ech D Sage eek eee 
Selling, general and administrative expenses... .. 
Operating income (loss) ................0.0. 
Non-operating expense, net................. 
Income (loss) before income taxes............ 
Income tax expense (benefit)................ 
Earnings from equity in subsidiaries .......... 
Net income (loss) before royalties and dividends . . 
Royalties and dividends ................... 


Net income after royalties and dividends ....... 


Net income attributable to noncontrolling 


11 | = =<) nn 


Net income (loss) before royalties and dividends . . 
Royalties and dividends ................... 


Net loss after royalties and dividends.......... 
Net loss attributable to noncontrolling interest. . . 


Net loss attributable to AAM ............... 


Holdings 


(1,224.3) 


(1,224.3) 
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(1,224.3) 


$(1,224.3) 


AAM Inc. 


$ 952.6 
43.1 


995.7 
1,896.4 


(900.7) 
181.3 


(1,082.0) 
(65.8) 


(1,147.8) 
107.3 
___19.2) 


(1,274.3) 
50.0 


(1,224.3) 


$(1,224.3) 


$ 2,174.2 
54.1 


2,228.3 
2,089.3 


139.0 
194.8 


(55.8) 
(55.6) 


(111.4) 
(40.8) 
63.6 


(7.0) 
44.0 


37.0 


$37.0 


All Others 


(in millions) 


$1,156.6 

72.5 

1,229.1 

1,193.6 

39:5 

4.1 

31.4 
(4.9) 

26.5 
(4.0) 


Elims 


$ —_ 
(115.6) 
(115.6) 
(115.6) 


(100.6) 
(100.6) 


Consolidated 


$ 2,109.2 


2,109.2 
2,974.4 


(865.2) 
185.4 


(1,050.6) 
(70.7) 


(1,121.3) 
103.3 


(1,224.6) 


(1,224.6) 
0.3 


$(1,224.3) 


$ 3,248.2 


3,248.2 
2,969.8 


278.4 
202.8 


75.6 
(58.0) 


17.6 
(19.4) 


37.0 


37.0 


$ 37.0 
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Condensed Consolidating Balance Sheets 


Holdings AAM Inc. All Others Elims Consolidated 
(in millions) 


Total aSsetsic ia 68 ea EA Ee ee ee ee 


2009 
Assets 
Current assets 
Cash and cash equivalents .....................00. $ — $ 80.6 $ 97.5 $ — $ 178.1 
Short-term investments .........0.0 00000000 cee eens — 1.4 2.8 — 4.2 
Accounts receivable, net 2... 000 ee ee ee ee eee —_— 10.9 118.8 — 129.7 
Inventories, Nets s.-< vak ak Na RG RE RAL — 22.8 67.8 —_— 90.6 
OEP CUPent ASSEtS as sesecaveeae ca ge aece Barre aon ve eta cela aka anaes — 86.4 27.6 — 114.0 
Fotall CUmrént:-ASSEts:.. cosa soak geal aoa ce ew Re RAGE, Hoe aod ge — 202.1 314.5 — 516.6 
Property, plant and equipment, net .................0.. — 272.8 673.9 — 946.7 
Goodwill ¢ i.s eats nies oie seen gre Beles arab aeeceare oauer a aes te — — 147.8 — 147.8 
Other assets and deferred charges... .............0000. _ 304.8 70.9 = 375.7 
Investment in subsidiaries ..........0.. 0.200.000 00 eae — 725.9 — (725.9) — 


$1,505.6 $1,207.1 $(725.9) $1,986.8 


Liabilities and stockholders’ equity (deficit) 
Current liabilities 


Accounts: payables. six 24 eed Seek wad SES Ge ee $ — $ 59.4 $ 141.5 $ — $ 200.9 
Other accrued EXPenses:.. eels aca ee ence, Hee a —_ 185.1 59.5 — 244.6 
Fotali:current Jiabilithes: is sesg edd eosece eae acy alae aoe acgom aoa —_ 244.5 201.0 —_ 445.5 
Intercompany payable (receivable) .................0.. 318.8 (470.1) 151.3 — — 
LON S- teri: CEDt ics cag ao Fig fene academe yb hw Bien’ aeacd ol weno aap aes 0.4 1,029.4 41.6 — 1,071.4 
Investment in subsidiaries obligation. .................0. 241.0 — — (241.0) — 
Other long-term liabilities... ....................0.. = 942.8 87.0 —_ 1,029.8 
Total liabilities: ..4244 cic ci ccd ee aed ee cee eee 560.2 1,746.6 480.9 (241.0) 2,546.7 
Total AAM Stockholders’ equity (deficit)................ (560.2) (241.0) 725.9 (484.9) (560.2) 
Noncontrolling interests in subsidiaries................ = = 0.3 = 0.3 
Total stockholders’ equity (deficit) .................0.0. (560.2) (241.0) 726.2 (484.9) (559.9) 
Total liabilities and stockholders’ equity (deficit) .......... $ — $1,505.6 $1,207.1 $(725.9) $1,986.8 
2008 
Assets 
Current assets 
Cash and cash equivalents .....................000. $ — $ 54.6 $ 144.2 $ — $ 198.8 
Short-term investments ..............-20000000005 — 10.6 66.5 a T7A 
Accounts receivable, net ..........0. 0.00. eee eee — 81.1 105.8 —_— 186.9 
2008 AAM-GM Agreement receivable................ = 60.0 a = 60.0 
Tnhventores; Nets. 706.5. aa HA ee a A a a — 18.8 92.6 — 111.4 
OEP CULFETEASSEUS 5 so voc. d. sanded cande Srmede Spumtgeeta A oeedon aeaemnueliacs —_ 29.7 31.4 —_ 61.1 
otal CURENUZASSEIS:. Jo ce:cvecapcavens: & seoderoendcnsebes ee bastoanecn ation beans —_— 254.8 440.5 —_ 695.3 
Property, plant and equipment, net .................0.0. = 393.8 670.4 = 1,064.2 
GOOG WAM 46 eis ce tse ye es ose Rests wea bade oe aasaaee coe eacahe use Aeteace co — — 147.8 — 147.8 
Other assets and deferred charges.................000. _ 295.7 44.7 = 340.4 
Investment in subsidiaries .... 0... ..0.. 0.000000 00 eae — 678.4 — (678.4) — 
Total assets. co a diay a At BA A eRe eS $ = $1,622.7 $1,303.4 $(678.4) $2,247.7 
Liabilities and stockholders’ equity (deficit) a OO OO OO 
Current liabilities 
Accounts payable: ss acca cy Ace So wa Oe ee $ — $ 121.7 $ 129.2 $ — $ 250.9 
Other accrued EXPENSes gc. 09s- J sousane Gea ap sala adn esac ad la aca din tan — 194.7 72.1 — 266.8 
Total: current Jiabtlith es: jas Jee ac4 see sccoy sentra squads ceoasacn aeacn aoe — 316.4 201.3 — 517.7 
Intercompany payable (receivable) .................0.. 316.6 (624.3) 307.7 = — 
Lon S teri: Me Dt ay cir taser eee sete Gob ge Bea’ ca and wad ate ans 0.4 1,094.9 44.6 —_ 1,139.9 
Investment in subsidiaries obligation................... 118.7 — — (118.7) — 
Other long-term liabilities... ....................0.0. — 954.4 71.2 —— 1,025.6 
Total liabilities: <4 ¢s.0604 ca ca eee ea hae ea ea eee 435.7 1,741.4 624.8 (118.7) 2,683.2 
Total AAM Stockholders’ equity (deficit)................ (435.7) (118.7) 678.4 (559.7) (435.7) 
Noncontrolling interests in subsidiaries................ — — 0.2 — 0.2 
Total stockholders’ equity (deficit) .................0.. (435.7) (118.7) 678.6 (559.7) (435.5) 
Total liabilities and stockholders’ equity (deficit) .......... $ — $1,622.7 $1,303.4 $(678.4) $2,247.7 
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AMERICAN AXLE & MANUFACTURING HOLDINGS, INC. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Condensed Consolidating Statements of Cash Flows 


2009 


Net cash provided by (used in) operating activities .... 


Investing activities 

Purchases of property, plant and equipment ...... 
Redemption of short-term investments.......... 
Investment in joint venture...............-.-. 
Other investing activities ................04. 
Net cash used in investing activities............ 
Financing activities 

Net debt activity 0.0... ue kee kee cde 


Intercompany activity..............0..00005 
Debt issuance costs ........ 0.00. eee eee eee 


Proceeds from issuance of warrants to GM....... 
Employee stock option exercises, 

including tax benefit..................04. 
Purchase of treasury stock ..............0--, 


Net cash provided by (used in) financing activities . 
Effect of exchange rate changes on cash ........ 


Net increase (decrease) in cash and cash equivalents 
Cash and cash equivalents at beginning of period . . 


Cash and cash equivalents at end of period....... 


2008 


Net cash provided by (used in) operating activities .... 


Investing activities 
Purchases of property, plant and equipment ...... 
Change in short-term investments ............. 
Proceeds from sale of property, plant and equipment 
Other investing activities ................0.. 
Net cash used in investing activities............ 
Financing activities 
Net debt activity 2.0.0.6 bs eae ace eee ee 
Intercompany activity........... 0.0.2. 00 008 
Debt issuance: Costs. 6. ics ee aes eee ee eee 
Payment of dividends.................00-05 
Employee stock option exercises, 

including tax benefit..................04. 
Purchase of treasury stock ..............0-0, 


Net cash provided by financing activities........ 
Effect of exchange rate changes on cash ........ 


Net increase (decrease) in cash and cash equivalents 
Cash and cash equivalents at beginning of period . . 


Cash and cash equivalents at end of period............ 


Holdings 


7 


\o 


AAM Ince. 


$(160.1) 


(54.7) 
7.9 


0.8 
(46.0) 


(65.4) 
329.4 
(32.9) 


(10.7) 
(73.7) 


295.0 
(48.0) 
(13.4) 


All Others 
(in millions) 


$ 176.0 


(86.8) 
63.7 
(10.2) 

47 


(28.6) 


$ 166.6 


(85.7) 
(66.5) 
13 
(7.1) 
(158.0) 


(7.3) 
27.3 


Elims 


y 
| 


PH TTP dh dh PoE ET 


PF 
| 


es OD Oe eB 


Consolidated 


$ 15.9 


(141.5) 
71.6 

(10.2) 
5.5 


(74.6) 


(75.1) 


(32.9) 
109.7 
30.3 


1.0 
(0.9) 
32.1 

3.9 


(20.7) 
198.8 


$ 178.1 


$(163.1) 


(140.2) 

(77.1) 
3.4 

(17.8) 


(231.7) 


285.4 


(13.4) 
(18.3) 


0.9 
(0.1) 


254.5 
(4.5) 


(144.8) 
343.6 


$ 198.8 


AMERICAN AXLE & MANUFACTURING HOLDINGS, INC. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Condensed Consolidating Statements of Cash Flows 


Holdings AAM Inc. 


2007 
Net cash provided by operating activities ............ $ — $136.2 


Investing activities 


Purchases of property, plant and equipment ............ _— (51.6) 
Net cash used in investing activities ..............-.. — (51.6) 
Financing activities 

Neb debt Activity a s5c4)c55¢.8id seadeiae ie scsemen ep Soene Buna. Rubed Mead — 164.0 
Intercompany activity ....... 0.0... cee eee eee 33.8 (35.4) 
Debt 1SsuaniCe:COStS: ¥ 2.3.36 ssoe des, se aed Be dep Swe a wee wee — (7.5) 
Payment of dividends ....... 0... 000.0 eee eee eee (31.8) — 
Employee stock option exercises, including tax benefit .... —_— 17.3 
Purchase of treasury stock .... 0.2.0.0... 000002 (2.0) — 
Net cash provided by financing activities.............. —_ 138.4 
Effect of exchange rate changes on cash .............. —_ 

Net increase in cash and cash equivalents.............. — 223.0 
Cash and cash equivalents at beginning of period ........ _— 0.5 
Cash and cash equivalents at end of period ............ $ — $223.5 
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All Others 
(in millions) 


$ 231.7 


(134.9) 
(134.9) 


Elims 


$ 367.9 


(186.5) 
(186.5) 


172.3 
(7.5) 

(31.8) 
17.3 
(2.0) 

148.3 


AMERICAN AXLE & MANUFACTURING HOLDINGS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


19. SUPPLEMENTAL GUARANTOR CONDENSED CONSOLIDATING FINANCIAL 


STATEMENTS — 9.25% NOTES 


Holdings has no significant asset other than its 100% ownership in AAM, Inc. and no direct subsidiaries 
other then AAM, Inc. The 9.25% Notes are senior secured obligations of AAM Inc. and are fully and 
unconditionally guaranteed by Holdings and all domestic subsidiaries of AAM, Inc. 


These Condensed Consolidating Financial Statements are prepared under the equity method of accounting 
whereby the investments in subsidiaries are recorded at cost and adjusted for the parent’s share of the 
subsidiaries’ cumulative results of operations, capital contributions and distributions, and other equity changes. 


Condensed Consolidating Statements of Operations 


2009 
Net sales 


Gross profit (loss)... 0... 2.0. eee eee 


Selling, general and administrative 


EXPCUSCS sg nenshid, dasacinsnene Ning daca deeobigoans 
Operating income (loss)............... 
Non-operating income (expense), net...... 
Income (loss) before income taxes ....... 
Income tax expense (benefit) ........... 
Earnings (loss) from equity in subsidiaries. . . 


Net income (loss) before royalties and 


dividends: 3 kk abe das y hes 
Royalties and dividends............... 


Net income (loss) after royalties and 


GIVIKENAS® 5.55, eds Ge Sate ee ees 


Net loss attributable to noncontrolling 


MUETESt os sca we eee bh ee eA He aes 


Holdings 


(253.1) 


(253.1) 


AAM Ine. 


$ 514.5 
25.4 


539.9 
656.7 


(116.8) 


163.0 
(279.8) 
(95.5) 
(375.3) 
(59.5) 

17.5 


(298.3) 
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Guarantor Non-Guarantor 
Subsidiaries Subsidiaries Elims Consolidated 
(in millions) 

$142.3 $864.8 $ — $1,521.6 
92.9 12.3 (130.6) — 

23 D:2 877.1 (130.6) 1,521.6 

271.8 754.8 (130.6) 1,552.7 
(36.6) 122.3 (31.1) 

— 9.7 — 172.7 
(36.6) 112.6 —_— (203.8) 
2.9 (0.7) — (93.3) 
(33.7) 111.9 — (297.1) 
0.2 15.5 — (43.8) 

(49.9) —_— 285.5 — 
(83.8) 96.4 285.5 (253.3) 

SS _(45.2) —— = 
(83.8) S122 285.5 (253.3) 

— 0.2 — 0.2 

$ (83.8) $ 51.4 $ 285.5 $ (253.1) 


AMERICAN AXLE & MANUFACTURING HOLDINGS, INC. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Condensed Consolidating Statements of Operations 


2008 
Net sales 


Gross profit (loss)...........--. 
Selling, general and administrative 
EXPENSES? 64 edad gidenea en a 
Operating income (loss) ......... 
Non-operating expense, net ....... 


Income (loss) before income taxes . . 
Income tax expense (benefit) ...... 
Loss from equity in subsidiaries... . 


Net income (loss) before royalties 
and dividends............... 


Net loss after royalties and 
dividends.................. 
Net loss attributable to 

noncontrolling interest ....... 


Net loss attributable to AAM...... 


2007 
Net sales 


Gross profit. ..............0.. 
Selling, general and administrative 
EXPENSES’ cs 42h ceeded du ees 
Operating income (loss) ......... 
Non-operating expense, net ....... 


Income (loss) before income taxes . . 
Income tax expense (benefit) ...... 
Earnings (loss) from equity in 
subsidiaries... ...........04. 
Net income (loss) before royalties 
and dividends............... 


Net income (loss) after royalties and 
dividends.sis en es. ee Baee es es 
Net income attributable to 

noncontrolling interest ....... 


Net income (loss) attributable to 
INN cele cee Rd ini by tate Re eed 


Holdings 


(1,224.3) 


(1,224.3) 


(1,224.3) 


$(1,224.3) 


Guarantor Non-Guarantor 
AAM Ine. Subsidiaries Subsidiaries 


$ 952.6 $ 148.6 


43.1 64.8 
995.7 213.4 
1,896.4 292.6 
(900.7) (79.2) 
181.3 = 
(1,082.0) (79.2) 
__ (65.8) __(0.4) 
(1,147.8) (79.6) 
107.3 (21.5) 
—_tS 


(1,274.3) (106.8) 
50.0 — 


(1,224.3) (106.8) 


$(1,224.3) $(106.8) 


$ 2,174.2 $ 174.0 


54.1 70.4 
2,228.3 244.4 
2,089.3 235.5 

139.0 8.9 
194.8 = 
(55.8) 8.9 
(55.6) (0.1) 
(111.4) 8.8 
(40.8) 20.8 

63.6 (17.3) 

(7.0) (29.3) 

44.0 = 

37.0 (29.3) 
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(in millions) 


$1,008.0 
7.7 


1,015.7 
901.0 


114.7 


Elims 


(115.6) 


(115.6) 
(115.6) 


Consolidated 


$ 2,109.2 


2,109.2 
2,974.4 


(865.2) 


185.4 


(1,050.6) 
(70.7) 


(1,121.3) 
103.3 


(1,224.6) 


(1,224.6) 


0.3 
$(1,224.3) 


$ 3,248.2 


3,248.2 
2,969.8 


278.4 


202.8 
75.6 
(58.0) 
17.6 
(19.4) 


AMERICAN AXLE & MANUFACTURING HOLDINGS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Condensed Consolidating Balance Sheets 


Holdings 


2009 

Assets 

Current assets 
Cash and cash equivalents.................. $ — 
Short-term investments. ...............000- 
Accounts receivable, net................... 
INVeENtOTIES s NEE joss aoe eg dia eh ee Kaas oF ae a 
Other Current ASSES 6.6.c5s6 G68 aren acee s areca se rengadew, ae 


Total current assets’: .c0665 6 gc ee eee bE wa ae 
Property, plant and equipment, net.............. 
Good wall je. ese cndce s aS is ee dee oe Goecee eee od 
Other assets and deferred charges .............. 
Investment in subsidiaries ...............-.-. 


MTOUAISASSCUS 5, elere teense wrheetie oh es ciceve e A eceveeh ae Sou Ba $ — 
Liabilities and stockholders’ equity (deficit) 
Current liabilities 


Accounts payable ..............-0--0-0-5 $ — 
Other accrued expenses ...............0... —_ 


Total current liabilities .................000. oe 


Intercompany payable (receivable).............. 318.8 
Long*termn debts. iii: a0, dis oh a ene eeaer ees ee 0.4 
Investment in subsidiaries obligation ............ 241.0 
Other long-term liabilities ..............0.0... —_ 
Total labilities...o:3, «aie: $00: aig @ wie Hawise Bw ede 560.2 
Total AAM Stockholders’ equity (deficit) ......... (560.2) 
Noncontrolling interests in subsidiaries ......... —_— 
Total stockholders’ equity (deficit)... ........... (560.2) 
Total liabilities and stockholders’ equity (deficit) .... $ — 
2008 
Assets 
Current assets 
Cash and cash equivalents.................. $ — 


Short-term investments................000- — 
Accounts receivable, net...............0004 

2008 AAM-GM Agreement receivable ......... —_— 
Inventories, net... ....0.0 0.0.00 0c eee eee — 
Other current assets...556 6 66 68 Gee eed ee in es — 


Total current assets... 2... ee ee ee eee 

Property, plant and equipment, net.............. —_ 
GOOdWAD sce cages toe, atin, ay see. See — 
Other assets and deferred charges .............-. —_— 
Investment in subsidiaries ..............0.... — 


MOtALASSEIS5 2% as cennctecn tenn .ca theese eatees ara metre $ = 
Liabilities and stockholders’ equity (deficit) 
Current liabilities 


Accounts payable .............2-00-0005- $ — 
Other accrued expenses ...............0... —_ 


Total current liabilities ...................0.0. 


Intercompany payable (receivable).............. 316.6 
one-term debt is. toi wos ce oo eae oe a ee 0.4 
Investment in subsidiaries obligation ............ 118.7 
Other long-term liabilities ..................-. —_— 
Total Mabilittess. . s..2. sess alec g 8 be Skee eae 435.7 
Total AAM Stockholders’ equity (deficit) ......... (435.7) 

Noncontrolling interests in subsidiaries ......... —_— 
Total stockholders’ equity (deficit).............. (435.7) 
Total liabilities and stockholders’ equity (deficit) .... $ — 


AAM Ine. 


yn 
wn 
BR 
a 


Guarantor 


Non-Guarantor 


Subsidiaries Subsidiaries 


(in millions) 


Elims 


(241.0) 


(241.0) 
(498.3) 


(498.3) 
$(739.3) 


(699.1) 
$(699.1) 


(118.7) 


(118.7) 
(580.4) 


(580.4) 
$(699.1) 


Consolidated 
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AMERICAN AXLE & MANUFACTURING HOLDINGS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Condensed Consolidating Statements of Cash Flows 


2009 
Net cash provided by (used in) operating 


activities... 0... ee 


Investing activities 


Purchases of property, plant and equipment ..... 
Redemption of short-term investments......... 
Investment in joint venture ................ 
Other investing activities...............0.0. 


Net cash provided by (used in) investing activities. . 


Financing activities 


Net debt activity ............... 0.00000. 
Intercompany activity. .............0 20000 
Debt issuance costs ... 2... 0.0000 e eee 
Proceeds from issuance of common stock ...... 
Proceeds from issuance of warrants toGM ..... 


Employee stock option exercises, including tax 


benefit. os a. nie ea ea ha 434 FA eS 


Net cash provided by (used in) financing 


CUVILES oh etis, adc. cae tackle Bais, dice te eae Rae Rae 
Effect of exchange rate changes on cash ....... 


Net increase (decrease) in cash and cash 


SQUIVAIENS. 556s doe aie ee ee Wa be 
Cash and cash equivalents at beginning of period . . 


Cash and cash equivalents at end of period ..... 


2008 
Net cash provided by (used in) operating 


BCUUVICIES oi aoci. ise os 58 coh ve wok nS a dnd whe ve a 


Investing activities 


Purchases of property, plant and equipment ..... 
Change in short-term investments............ 


Proceeds from sale of property, plant and 


QUIPIMODG 4.5. siece Goats cade wees Acard atten ahaa ates 
Other investing activities..............00.. 


Net cash used in investing activities .......... 


Financing activities 


Net debt activity ...... 0.0.2.0... 000002 
Intercompany activity... ......... 0.00000 
Debt issuance costs... 0... 0.00... eee 
Payment of dividends................000- 


Employee stock option exercises, including tax 


DEN L I ty 3: co. sieve dn aise Ree bees BN 


Net cash provided by (used in) financing 


ACUVILIES a es.26. cia ta, ase rara he 9p Ss mia aes ake aca 
Effect of exchange rate changes on cash ....... 


Net increase (decrease) in cash and cash 


CQUIVAIENIS 4 isn ites eh 8 ek Sepa s Bald 
Cash and cash equivalents at beginning of period . . 


Cash and cash equivalents at end of period ..... 


Holdings 


AAM Ine. 


$(160.1) 


(54.7) 
7.9 


0.8 
(46.0) 


(65.4) 
329.4 
(32.9) 
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Guarantor Non-Guarantor 
Subsidiaries Subsidiaries 
(in millions) 
15.6 $ 160.4 
(26.3) (60.5) 
— 63.7 
(10.2) — 
0.3 44 
(36.2) 7.6 
(0.2) (9.5) 
22.7 (213.0) 
225 (222.5) 
— 59 
1.9 (48.6) 
—_— 144.2 
$ 1.9 $ 95.6 
25.3 $ 141.3 
(1.0) (84.7) 
_— (66.5) 
1.3 
= (7.1) 
1.0) (157.0) 
(0.2) (7.1) 
(24.1) 51.4 
(24.3) 44.3 
= (4.5) 
—_ 24.1 
—_— 120.1 
$ — $ 144.2 


Elims 


Consolidated 


$ 15.9 


(141.5) 
71.6 

(10.2) 
5.5 


(74.6) 


(75.1) 


(32.9) 
109.7 
30.3 


1.0 
(0.9) 


(231.7) 


285.4 


(13.4) 
(18.3) 


0.9 
(0.1) 


254.5 
(4.5) 


(144.8) 
343.6 


$ 198.8 


AMERICAN AXLE & MANUFACTURING HOLDINGS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Condensed Consolidating Statements of Cash Flows 


2007 


Net cash provided by operating activities ...... 


Investing activities 


Purchases of property, plant and equipment ..... 


Net cash used in investing activities .......... 


Financing activities 


Net debt activity ................000000- 
Intercompany activity. .............020000- 
Debt issuance costs .. 6... 0.0.0.0... eee 
Payment of dividends................005. 


Employee stock option exercises, including tax 


benefit 6. a at had eek BS ba a es 


Net cash provided by financing activities....... 
Effect of exchange rate changes on cash ....... 


Net increase in cash and cash equivalents ...... 
Cash and cash equivalents at beginning of period . . 


Cash and cash equivalents at end of period ..... 


Holdings 


AAM Ine. 


85 


$136.2 


(51.6) 
(51.6) 


164.0 
(35.4) 
(7.5) 


Guarantor Non-Guarantor 


Subsidiaries Subsidiaries 


(in millions) 


12.6 $ 219.1 


(13.3) (121.6) 
(13.3) (121.6) 
(0.1) 8.4 
0.8 0.8 


Elims 


Consolidated 


$ 367.9 


(186.5) 
(186.5) 


172.3 


(7.5) 
(31.8) 


REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


To the Board of Directors and Stockholders of American Axle & Manufacturing Holdings, Inc.: 
Detroit, Michigan 


We have audited the accompanying consolidated balance sheets of American Axle & Manufacturing 
Holdings, Inc. and subsidiaries (the “Company”’) as of December 31, 2009 and 2008, and the related 
statements of operations, stockholders’ equity (deficit), and cash flows for each of the three years in the period 
ended December 31, 2009. Our audits also included the financial statement schedule listed in the Index at 
Item 15. We also have audited the Company’s internal control over financial reporting as of December 31, 
2009, based on criteria established in Internal Control — Integrated Framework issued by the Committee of 
Sponsoring Organizations of the Treadway Commission. The Company’s management is responsible for these 
financial statements and financial statement schedule, for maintaining effective internal control over financial 
reporting, and for its assessment of the effectiveness of internal control over financial reporting, included in 
the accompanying Management’s Report on Internal Control over Financial Reporting. Our responsibility is to 
express an opinion on these financial statements and financial statement schedule and an opinion on the 
Company’s internal control over financial reporting based on our audits. 


We conducted our audits in accordance with the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement and whether effective 
internal control over financial reporting was maintained in all material respects. Our audits of the financial 
statements included examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements, assessing the accounting principles used and significant estimates made by management, 
and evaluating the overall financial statement presentation. Our audit of internal control over financial 
reporting included obtaining an understanding of internal control over financial reporting, assessing the risk 
that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal 
control based on the assessed risk. Our audits also included performing such other procedures as we 
considered necessary in the circumstances. We believe that our audits provide a reasonable basis for our 
opinions. 


A company’s internal control over financial reporting is a process designed by, or under the supervision 
of, the company’s principal executive and principal financial officers, or persons performing similar functions, 
and effected by the company’s board of directors, management, and other personnel to provide reasonable 
assurance regarding the reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with generally accepted accounting principles. A company’s internal control over 
financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, 
in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the 
company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of 
financial statements in accordance with generally accepted accounting principles, and that receipts and 
expenditures of the company are being made only in accordance with authorizations of management and 
directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of 
unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the 
financial statements. 
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Because of the inherent limitations of internal control over financial reporting, including the possibility of 
collusion or improper management override of controls, material misstatements due to error or fraud may not 
be prevented or detected on a timely basis. Also, projections of any evaluation of the effectiveness of the 
internal control over financial reporting to future periods are subject to the risk that the controls may become 
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures 
may deteriorate. 


In our opinion, the consolidated financial statements referred to above present fairly, in all material 
respects, the financial position of the Company as of December 31, 2009 and 2008, and the results of their 
operations and their cash flows for each of the three years in the period ended December 31, 2009, in 
conformity with accounting principles generally accepted in the United States of America. Also, in our 
opinion, such financial statement schedule, when considered in relation to the basic consolidated financial 
statements taken as a whole, presents fairly, in all material respects, the information set forth therein. Also, in 
our opinion, the Company maintained, in all material respects, effective internal control over financial 
reporting as of December 31, 2009, based on the criteria established in Internal Control — Integrated 
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. 


/s/_ DELOITTE & TOUCHE LLP 


Detroit, Michigan 
February 22, 2010 
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND 
FINANCIAL DISCLOSURE 


None 


ITEM 9A. CONTROLS AND PROCEDURES 
Disclosure Controls and Procedures 


Under the direction of our Chief Executive Officer and Chief Financial Officer, we evaluated our 
disclosure controls and procedures and internal control over financial reporting and concluded that our 
disclosure controls and procedures (as defined in Rules 13a-15(e) or 15d-15(e) under the Securities Exchange 
Act of 1934 (the “Exchange Act’’)) were effective as of December 31, 2009. 


Management Report on Internal Control over Financial Reporting 


We are responsible for establishing and maintaining adequate internal control over financial reporting. 
Our internal control system was designed to provide reasonable assurance to our management and Board of 
Directors regarding the preparation and fair presentation of our consolidated financial statements. 


Our management assessed the effectiveness of our internal control over financial reporting as of 
December 31, 2009. In making the assessment, we used the criteria established in Internal Control — 
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. 
Based on our assessment, management concluded that, as of December 31, 2009, our internal control over 
financial reporting is effective based on those criteria. 


The attestation report of our independent registered public accounting firm regarding internal control over 
financial reporting is included in Item 8 — “Financial Statements and Supplementary Data.” 
Change in Internal Control over Financial Reporting 


There has been no change in our internal control over financial reporting that occurred during the fourth 
fiscal quarter ended December 31, 2009 that has materially affected, or is reasonably likely to materially 
affect, our internal control over financial reporting. 


ITEM 9B. OTHER INFORMATION 


None 
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Part HI 


ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE 


The information required by Item 401(b), (d) (e) and (f) of Regulation S-K about our executive officers is 
furnished in Part I of this Form 10-K, Annual Report under the caption “Executive Officers of the Registrant.” 
All other information required by Item 10 is incorporated herein by reference from our Proxy Statement which 
we expect to file on or about March 19, 2010. 


We have adopted a code of ethics that applies to our Chief Executive Officer, Chief Administrative 
Officer and Chief Financial Officer and the senior financial executives who report directly to our Chief 
Financial Officer. This code of ethics is available on our website at www.aam.com. We will post on our 
website any amendment to or waiver from the provisions of the code of ethics or our code of business conduct 
that applies to executive officers or directors of the Company. 

ITEM 11. EXECUTIVE COMPENSATION 

The information required by Item 11 is incorporated by reference from our Proxy Statement. 

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT 
AND RELATED STOCKHOLDER MATTERS 

The information required by Item 12 is incorporated by reference from our Proxy Statement. 

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR 
INDEPENDENCE 

The information required by Item 13 under Items 404 and 407(a) of Regulation S-K is incorporated by 

reference from our Proxy Statement. 


ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES 


The information required by Item 8(e) of Schedule 14A is incorporated by reference from our Proxy 
Statement. 
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Part IV 


ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES 
The following documents are filed as a part of this report: 
1. All Financial Statements 
Consolidated Statements of Operations 
Consolidated Balance Sheets 
Consolidated Statements of Cash Flows 
Consolidated Statements of Stockholders’ Equity (Deficit) 
Notes to Consolidated Financial Statements 
Report of Independent Registered Public Accounting Firm 
2. Financial Statement Schedules 


Schedule II — Valuation and Qualifying Accounts for the years ended December 31, 2009, 2008 and 
2007 are filed as part of this Form 10-K. 


All other schedules have been omitted because they are not applicable or not required. 
3. Exhibits 


The following exhibits were previously filed unless otherwise indicated: 
Number Description of Exhibit 


3.01 Amended and Restated Certificate of Incorporation (Incorporated by reference to Exhibit 3.01 filed 
with American Axle & Manufacturing Holdings, Inc. Registration Statement on Form S-1 
(Registration No. 333-53491)) 


*3.02 Amended and Restated Bylaws of American Axle & Manufacturing Inc. 


4.01 Specimen Certificate for shares of the Company’s Common Stock (Incorporated by reference to 
Exhibit 4.01 filed with American Axle & Manufacturing Holdings, Inc. Registration Statement on 
Form S-1 (Registration No. 333-53491)) 


4.02 5.25% Senior Notes due 2014, Indenture, dated as of February 11, 2004, among AAM, Inc., as 
issuer, the Company, as guarantor, and BNY Midwest Trust Company, as trustee (Incorporated by 
reference to Exhibit 4.02 filed with American Axle & Manufacturing Holdings, Inc. Form 10-K for 
the year ended December 31, 2003) 


4.03 Senior Convertible Notes due 2024, Indenture, dated as of February 11, 2004, among the Company, 
as issuer, AAM, Inc., as guarantor, and BNY Midwest Trust Company, as trustee (Incorporated by 
reference to Exhibit 4.03 filed with American Axle & Manufacturing Holdings, Inc. Form 10-K for 
the year ended December 31, 2003) 


4.04 7.875% Senior Notes due 2017, Indenture, dated as of February 27, 2007, between AAM, Inc., as 
issuer, the Company, as guarantor, and Bank of New York Trust Company, N.A., as trustee. 
(Incorporated by reference to Exhibit 4.04 filed with American Axle & Manufacturing Holdings, 
Inc. Form 10-K for the year ended December 31, 2007) 


4.05 Warrant Agreement dated as of September 16, 2009, among American Axle & Manufacturing, Inc., 
American Axle & Manufacturing Holdings, Inc. and General Motors Company (Incorporated by 
reference to Exhibit 4.01 filed with American Axle & Manufacturing Holdings, Inc. Form 10-Q for 
the quarterly period ended September 30, 2009) 


4.06 Indenture, dated as of December 18, 2009, among American Axle & Manufacturing, Inc., the 
Guarantors and U.S. Bank National Association, as trustee (including the form of the 9.25% Senior 
Secured Note due 2017). (Incorporated by reference to Exhibit 4.01 of Current Report on Form 8-K 
dated December 21, 2009.) 
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Number 


4.07 


10.01 


10.02 


£10.03 


10.04 


£10.05 


£10.06 


10.07 


++10.08 


£10.09 


£10.10 
£10.11 
£10.12 
£10.13 
£10.14 


£10.15 


£10.16 


Description of Exhibit 


Amended and Restated Rights Agreement, dated as of October 30, 2009, between American Axle & 
Manufacturing Holdings, Inc. and Computershare Trust Company, N.A., as Rights Agent. 
(Incorporated by reference to Exhibit 4.01 of Current Report on Form 8-K dated November 2, 
2009.) 


Asset Purchase Agreement, dated February 18, 1994, between AAM, Inc. and GM, and all 
amendments thereto (Incorporated by reference to Exhibit 10.01 filed with American Axle & 
Manufacturing Holdings, Inc. Registration Statement on Form S-1 (Registration No. 333-53491)) 


The Amended and Restated American Axle & Manufacturing of Michigan, Inc. Management Stock 
Option Plan (Incorporated by reference to Exhibit 10.08 filed with American Axle & Manufacturing 
Holdings, Inc. Registration Statement on Form S-1 (Registration No. 333-53491)) 


Employment Agreement, dated November 6, 1997, by and between the Company and Richard E. 
Dauch (Incorporated by reference to Exhibit 10.11 filed with American Axle & Manufacturing 
Holdings, Inc. Registration Statement on Form S-1 (Registration No. 333-53491)) 


Disposition Agreement, dated as of December 10, 1998, between American Axle & Manufacturing 
of Michigan, Inc. and Richard E. Dauch (Incorporated by reference to Exhibit 10.13(a) filed with 
American Axle & Manufacturing Holdings, Inc. Registration Statement on Form S-1! (Registration 
No. 333-53491)) 


Amendment dated December 20, 2000 to Employment Agreement dated as of November 6, 1997 by 
and between the Company and Richard E. Dauch (Incorporated by reference to Exhibit 10.07 filed 
with American Axle & Manufacturing Holdings, Inc. Form 10-K for the year ended December 31, 
2000) 


Second Amendment, dated as of December 10, 2001, to the Employment Agreement, dated as of 
November 6, 1997, by and between the Company and Richard E. Dauch (Incorporated by reference 
to Exhibit 10.49 filed with American Axle & Manufacturing Holdings, Inc. Form 10-K for the year 
ended December 30, 2001) 


Lifetime Program Contract for GMT-900 Products, between GM and AAM, Inc. (Incorporated by 
reference to Exhibit 10.51 filed with American Axle & Manufacturing Holdings, Inc. Form 10-Q 
for the quarterly period ended June 30, 2003) 


Letter Agreement dated April 22, 2004 by and between DaimlerChrysler Corporation and AAM, 
Inc. (Incorporated by reference to Exhibit 10.43 filed with American Axle & Manufacturing 
Holdings, Inc. Form 10-Q for the quarterly period ended June 30, 2004) 


Forms of Restricted Stock and Restricted Stock Unit Agreements under 1999 Stock Incentive Plan 
(Incorporated by reference to Exhibit 10.45 filed with American Axle & Manufacturing Holdings, 
Inc. Form 10-Q for the quarterly period ended September 30, 2004) 

Form of 2002 Stock Option Agreement (Incorporated by reference to Exhibit 10.2 of Current 
Report on Form 8-K dated October 26, 2005.) 

Form of 2003 Stock Option Agreement (Incorporated by reference to Exhibit 10.2 of Current 
Report on Form 8-K dated October 26, 2005.) 

Form of 2004 Stock Option Agreement (Incorporated by reference to Exhibit 10.3 of Current 
Report on Form 8-K dated October 26, 2005.) 

Form of 2005 Stock Option Agreement (Incorporated by reference to Exhibit 10.4 of Current 
Report on Form 8-K dated October 26, 2005.) 

Form of Nonqualified Stock Option Agreement (Incorporated by reference to Exhibit 10.5 of 
Current Report on Form 8-K dated October 26, 2005.) 


Employment Agreement Extension between American Axle & Manufacturing Holdings, Inc. and 
Richard E. Dauch dated November 3, 2005 (Incorporated by reference to Exhibit 99.1 of Current 
Report on Form 8-K dated November 3, 2005.) 


Restated 1999 American Axle & Manufacturing Holdings, Inc. Stock Incentive Compensation Plan 
(Incorporated by reference to Exhibit 10.51 filed with American Axle & Manufacturing Holdings, 
Inc. Form 10-K for the year ended December 31, 2005) 
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Number 


£10.17 


£10.18 


£10.19 


£10.20 


++10.21 


£10.22 


£10.23 


£10.24 


£10.25 


£10.26 


£10.27 


£10.28 


10.29 


£10.30 


10.31 


Description of Exhibit 


Form of Restricted Stock Unit Award Agreement for Non-Employee Directors (Incorporated by 
reference to Exhibit 10.52 filed with American Axle & Manufacturing Holdings, Inc. Form 10-Q 
for the quarterly period ended March 31, 2006) 


Amended and Restated American Axle & Manufacturing Holdings, Inc. Incentive Compensation 
Plan for Executive Officers (Incorporated by reference to Exhibit 99.1 of Current Report on Form 
8-K dated February 1, 2007.) 


Employment Agreement Amendment between American Axle & Manufacturing Holdings, Inc. and 
Richard E. Dauch dated November 15, 2006 (Incorporated by reference to Exhibit 10.45 filed with 
American Axle & Manufacturing Holdings, Inc. Form 10-K for the year ended December 31, 
2006.) 


Amended and Restated American Axle & Manufacturing, Inc. Supplemental Executive Retirement 
Program dated as December 22, 2006 (Incorporated by reference to Exhibit 10.46 filed with 
American Axle & Manufacturing Holdings, Inc. Form 10-K for the year ended December 31, 
2006.) 


Letter Agreement, dated June 29, 2007, between AAM and GM (Incorporated by reference to 
Exhibit 99.1 of Current Report on Form 8-K dated June 29, 2007) 


Amendment No. | dated as of July 25, 2007 to the Restricted Stock Unit Award Agreements dated 
as of March 15, 2005, March 15, 2006 and March 14, 2007 between Richard E. Dauch and 
American Axle & Manufacturing Holdings, Inc. (Incorporated by reference to Exhibit 99.1 of 
Current Report on Form 8-K dated July 25, 2007) 


Form of Restricted Stock Unit Award Agreement for Non-Employee Directors of American Axle & 
Manufacturing Holdings, Inc. (Incorporated by reference to Exhibit 10.1 of Current Report on Form 
8-K dated February 1, 2008) 


Amendment, dated January 31, 2008, to Employment Agreement, dated November 6, 1997, 
between American Axle & Manufacturing Holdings, Inc. and Richard E. Dauch. (Incorporated by 
reference to Exhibit 10.2 of Current Report on Form 8-K dated February 1, 2008) 


Form of 2008 Stock Option Award Agreement for executive officers of American Axle & 
Manufacturing Holdings, Inc. (Incorporated by reference to Exhibit 10.52 filed with American Axle 
& Manufacturing Holdings, Inc. Form 10-K for the year ended December 31, 2007) 


Form of 2008 Restricted Stock Award Agreement for certain executive officers of American Axle & 
Manufacturing Holdings, Inc. (Ratable Vesting) (Incorporated by reference to Exhibit 10.53 filed 
with American Axle & Manufacturing Holdings, Inc. Form 10-K for the year ended December 31, 
2007) 


Form of 2008 Restricted Stock Award Agreement for certain executive officers of American Axle & 
Manufacturing Holdings, Inc. (Cliff Vesting) (Incorporated by reference to Exhibit 10.54 filed with 
American Axle & Manufacturing Holdings, Inc. Form 10-K for the year ended December 31, 2007) 


Form of 2008 Performance Award Agreement for certain executive officers of American Axle & 
Manufacturing Holdings, Inc. (Incorporated by reference to Exhibit 10.55 filed with American Axle 
& Manufacturing Holdings, Inc. Form 10-K for the year ended December 31, 2007) 


Agreement between General Motors Corporation and American Axle & Manufacturing, Inc. dated 
May 3, 2008, as amended May 16, 2008. (Incorporated by reference to Exhibit 10.1 of Current 
Report on Form 8-K dated May 23, 2008) 


Form of 2009 Deferred Compensation Unit Award Agreement (Incorporated by reference to Exhibit 
10.60 filed with American Axle & Manufacturing Holdings, Inc. Form 10-K for the year ended 
December 31, 2008) 


Amended and Restated AAM 2009 Long-Term Incentive Plan (Incorporated by reference to Exhibit 
10.61 filed with American Axle & Manufacturing Holdings, Inc. Form 10-Q for the quarterly 
period ended June 30, 2009) 
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Number 


10.32 


10.33 


10.34 


10.35 


10.36 


10.37 


10.38 


10.39 


10.40 


10.41 


Description of Exhibit 


Waiver and Amendment dated as of June 30, 2009 among American Axle & Manufacturing 
Holdings, Inc., American Axle & Manufacturing, Inc., the banks and other financial institutions 
identified therein as lenders party thereto, and JP Morgan Chase Bank, N.A., as Administrative 
Agent. (Incorporated by reference to Exhibit 99.1 of Current Report on Form 8-K dated July 7, 
2009.) 


Intercreditor Agreement dated as of September 16, 2009 among American Axle & Manufacturing 
Holdings, Inc., American Axle & Manufacturing, Inc., General Motors Company and JPMorgan 
Chase Bank, N.A., as Collateral Agent. (Incorporated by reference to Exhibit 99.1 of Current 
Report on Form 8-K dated September 17, 2009.) 


Revolving Credit Restatement Agreement dated as of September 16, 2009 among American Axle & 
Manufacturing Holdings, Inc., American Axle & Manufacturing, Inc., the banks and other financial 
institutions identified therein as lenders party thereto, and JP Morgan Chase Bank, N.A., as 
Administrative Agent. (Incorporated by reference to Exhibit 99.2 of Current Report on Form 8-K 
dated September 17, 2009.) 


Amended and Restated Revolving Credit Agreement dated as of January 9, 2004, as amended and 
restated as of September 16, 2009, among American Axle & Manufacturing Holdings, Inc., 
American Axle & Manufacturing, Inc., the banks and other financial institutions identified therein 
as lenders party thereto, and JP Morgan Chase Bank, N.A., as Administrative Agent for the lenders 
party thereto, and J.P. Morgan Securities Inc. and Banc of America Securities LLC, as Joint Lead 
Arrangers and Joint Bookrunners. (Incorporated by reference to Exhibit 99.3 of Current Report on 
Form 8-K dated September 17, 2009.) 


Term Loan Restatement Agreement dated as of September 16, 2009, among American Axle & 
Manufacturing Holdings, Inc., American Axle & Manufacturing, Inc., the banks and other financial 
institutions identified therein as lenders party thereto, and JP Morgan Chase Bank, N.A., as 
Administrative Agent. (Incorporated by reference to Exhibit 99.4 of Current Report on Form 8-K 
dated September 17, 2009.) 


Amended and Restated Term Loan Agreement dated as of June 14, 2007, as amended and restated 
as of September 16, 2009, among American Axle & Manufacturing Holdings, Inc., American Axle 
& Manufacturing, Inc., JPMorgan Chase Bank, N.A. as Administrative Agent for the lenders party 
thereto, and J.P. Morgan Securities Inc. and Banc of America Securities LLC, as Joint Lead 
Arrangers and Joint Bookrunners. (Incorporated by reference to Exhibit 99.5 of Current Report on 
Form 8-K dated September 17, 2009.) 


Collateral Agreement dated as of November 7, 2008, as amended and restated as of September 16, 
2009, among American Axle & Manufacturing Holdings, Inc., American Axle & Manufacturing, 
Inc., certain subsidiaries of American Axle & Manufacturing, Inc. identified therein and JPMorgan 
Chase Bank, N.A., as Collateral Agent. (Incorporated by reference to Exhibit 99.6 of Current 
Report on Form 8-K dated September 17, 2009.) 


Settlement and Commercial Agreement, dated as of September 16, 1009, among General Motors 
Company, American Axle & Manufacturing Holdings, Inc. and American Axle & Manufacturing, 
Inc. (Incorporated by reference to Exhibit 10.62 filed with American Axle & Manufacturing 
Holdings, Inc. Form 10-Q for the quarterly period ended September 30, 2009) 


Second Lien Term Credit Agreement dated as of September 16, 2009, between American Axle & 
Manufacturing, Inc. and General Motors Company, as lender. Second Lien Collateral Agreement 
dated as of September 16, 2009, among American Axle & Manufacturing Holdings, Inc., American 
Axle & Manufacturing, Inc., certain subsidiaries of American Axle & Manufacturing, Inc. identified 
therein and General Motors Company. (Incorporated by reference to Exhibit 10.63 filed with 
American Axle & Manufacturing Holdings, Inc. Form 10-Q for the quarterly period ended 
September 30, 2009) 

Access and Security Agreement, dated as of September 16, 2009, between American Axle & 
Manufacturing, Inc. and General Motors Company. (Incorporated by reference to Exhibit 99.1 filed 
with American Axle & Manufacturing Holdings, Inc. Form 10-Q for the quarterly period ended 
September 30, 2009) 
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Number 


10.42 


10.43 


10.44 


10.45 


£10.46 


*12 
*21 
*23 
*31.1 
* 31.2. 
#32, 


Description of Exhibit 


Letter Amendment, dated December 4, 2009, to the Credit Agreement, dated as of September 16, 
2009, by and among American Axle & Manufacturing, Inc., American Axle & Manufacturing 
Holdings, Inc. and General Motors Company. (Incorporated by reference to Exhibit 99.1 of Current 
Report on Form 8-K dated December 7, 2009.) 


Amended and Restated Credit Agreement dated as of January 9, 2004, as amended and restated as 
of December 18, 2009, among American Axle & Manufacturing Holdings, Inc., American Axle & 
Manufacturing, Inc., JPMorgan Chase Bank, N.A. as Administrative Agent for the lenders party 
thereto, and J.P. Morgan Securities Inc. and Banc of America Securities LLC, as Joint Lead 
Arrangers and Joint Bookrunners. (Incorporated by reference to Exhibit 10.1 of Current Report on 
Form 8-K dated December 21, 2009.) 

First Lien Intercreditor Agreement dated as of December 18, 2009, among American Axle & 
Manufacturing Holdings, Inc., American Axle & Manufacturing, Inc., certain domestic subsidiaries 
of the Company, JPMorgan Chase Bank, N.A., U.S. Bank National Association and any additional 
authorized representative from time to time party hereto. (Incorporated by reference to Exhibit 99.1 
of Current Report on Form 8-K dated December 21, 2009.) 

Collateral Agreement dated as of November 7, 2008, as amended and restated as of December 18, 
2009, among American Axle & Manufacturing Holdings, Inc., American Axle & Manufacturing, 
Inc., certain subsidiaries of American Axle & Manufacturing, Inc. identified therein and JPMorgan 
Chase Bank, N.A., as Collateral Agent. (Incorporated by reference to Exhibit 99.2 of Current 
Report on Form 8-K dated December 21, 2009.) 

Amendment, dated as of December 22, 2009, to the Employment Agreement, dated as of November 
6, 1997, by and between American Axle & Manufacturing Holdings, Inc. and Richard E. Dauch. 
(Incorporated by reference to Exhibit 10.1 of Current Report on Form 8-K dated December 29, 
2009.) 

Computation of Ratio of Earnings to Fixed Charges 

Subsidiaries of the Registrant 

Consent of Independent Registered Public Accounting Firm 

Certification of Chief Executive Officer Pursuant to Rule 13a-14(a) of the Securities Exchange Act 
Certification of Chief Financial Officer Pursuant to Rule 13a-14(a) of the Securities Exchange Act 


Certifications of Chief Executive Officer and Chief Financial Officer Pursuant to 18 U.S.C. Section 
1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 


(All other exhibits are not applicable.) 


++ Confidential Treatment Request Granted by the SEC 


+ Reflects Management or Compensatory Contract 


* Shown only in the original filed with the Securities and Exchange Commission 
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SCHEDULE II — VALUATION AND QUALIFYING ACCOUNTS 


Year Ended December 31, 2007: 


Allowance for doubtful accounts 


Allowance for deferred taxes ................-0005. 
Inventory valuation allowance ..............--000005 


Year Ended December 31, 2008: 


Allowance for doubtful accounts 


Allowance for deferred taxes ................00005. 
Inventory valuation allowance ..............--00000- 


Year Ended December 31, 2009: 


Allowance for doubtful accounts 


Allowance for deferred taxes ............0 000000000. 


Inventory valuation allowance ..............--0000- 


(1) Uncollectible accounts charged off net of recoveries. 


Balance at 
Beginning of 
Period 


Additions - 
Charged to 
Costs and 
Expenses 


Deductions - 
See Notes 


Below 


(in millions) 


$ 14 
12.7 
12.7 


1.9 
551.9 
58.9 


8.2 
268.3 
17.3 


$ 0.4 
9.4° 
TIO 


0.8 
12.4 
70.9 


3.2) 
290.4) 
11.9 


Balance 
At End of 
Period 


$ 2.2 
42.3 
40.3 


33 
581.8 
28.3 


8.3 
559.7 
33.7 


(2) Adjustments associated with our assessment of the uncertainty of realizing the full benefit of deferred tax 
assets (principally related to acquired foreign NOLs and capital allowance carryforwards) and currency 


translation. 


(3) Primarily relates to inventory adjustments for physical quantity discrepancies and write-offs of excess and 


obsolete inventories. 


(4) Primarily relates to write-offs of excess and obsolete inventories and the classification of certain indirect 
inventories, and related valuation allowances, as noncurrent assets in 2008. 


(5) Primarily relates to special legislation that was passed in 2009 that allowed us to extend the carryback 
period of our 2008 net operating loss and the decrease in the net deferred tax assets due to a deferred tax 
liability that was recorded in 2009 for the estimated tax impact of undistributed earnings of certain foreign 


subsidiaries. 
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Signatures 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the 
Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 


Date: February 22, 2010 


AMERICAN AXLE & MANUFACTURING 


HOLDINGS, INC. 


(Registrant) 


/s/_ MiIcHAEL K. SIMONTE 


Michael K. Simonte 

Executive Vice President — Finance 
& Chief Financial Officer 

(Chief Accounting Officer) 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below 
by the following persons on behalf of the registrant and in the capacities on the dates indicated. 


Signature 


/s/_ RicHARD E. DAucH 


Richard E. Dauch 


/s/_ MiIcHAEL K. SIMONTE 


Michael K. Simonte 


/s/_ SALVATORE J. BONANNO Sr. 


Salvatore J. Bonanno Sr. 


/s/_ ELIzABETH A. CHAPPELL 


Elizabeth A. Chappell 


/s/_ Davip C. Daucu 


David C. Dauch 


/s/_ Forest J. FARMER 


Forest J. Farmer 


/s/_ RICHARD C. LAPPIN 


Richard C. Lappin 


/s/ WILLIAM P. MILLER II 


William P. Miller II 


/s/_ Larry K. Switzer 


Larry K. Switzer 


/s/_ THOMAS K. WALKER 


Thomas K. Walker 


/s/_ Dr. Henry T. YANG 
Dr. Henry T. Yang 


Title 


Co-Founder, Chairman of the Board & 


Chief Executive Officer 


Executive Vice President — Finance & 


Chief Financial Officer 


Director 


Director 


Director 


Director 


Director 


Director 


Director 


Director 


Director 
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Date 


February 22, 2010 


February 22, 2010 


February 22, 2010 


February 22, 2010 


February 22, 2010 


February 22, 2010 


February 22, 2010 


February 22, 2010 


February 22, 2010 


February 22, 2010 


February 22, 2010 


STOCKHOLDERS’ 


AMERICAN AXLE & MANUFACTURING HOLDINGS, INC. 
One Dauch Drive 

Detroit, Michigan 48211-1198 

Telephone: (313) 758-2000 

Internet: www.aam.com 


FORM 10-K ANNUAL REPORT 
AAM’s Form 10-K annual report for 2009, filed with the Securities and Exchange 
Commission, is available on our website or from: 
American Axle & Manufacturing Holdings, Inc. 
Investor Relations = One Dauch Drive = Detroit, Michigan 48211-1198 
Telephone: (313) 758-4823 


CORPORATE NEWS RELEASES 


Corporate news releases are available on our website at www.aam.com. 


ANNUAL MEETING OF STOCKHOLDERS 
The 2010 Annual Meeting of Stockholders will be held on April 29, 2010, 
at 3:00 p.m. at: 

AAM World Headquarters 

One Dauch Drive 

Detroit, Michigan 48211-1198 


EQUITY SECURITIES 

American Axle & Manufacturing Holdings, Inc. 

Common Stock Transfer Agent = Computershare Trust Company, N.A. 
P.O. Box 43069 # Providence, RI 02940-3069 


Telephone: (877) 282-1168 
(Inside the United States) 


Telephone: (781) 575-2879 
(Outside the United States) 


Telephone: (800) 952-9245 
(TDD/TTY for hearing impaired) 


nternet: www.computershare.com 


INFORMATION 


CERTIFICATIONS REGARDING PUBLIC 

DISCLOSURES & LISTING STANDARDS 

AAM has filed with the Securities and Exchange Commission as exhibits 

31.1 and 31.2 to its Form 10-K for the year ended December 31, 2009, 

the certification required by Section 302 of the Sarbanes-Oxley Act of 

2002 regarding the quality of the company’s public disclosure. In addition, 

the annual certification of the Chief Executive Officer regarding compliance by AAM 
with the corporate governance listing standards of the NYSE was submitted without 
qualification to the NYSE following the April 2009 Annual Meeting of Stockholders. 


STOCKHOLDERS 
As of February 17, 2010, there were 403 stockholders of record. 


STOCK PERFORMANCE 

Comparison of cumulative total return of AAM with the cumulative total return of 
our competitor peer group (ArvinMeritor Inc., Autoliv Inc., BorgWarner Inc., Dana 
Corporation, Lear Corporation, Magna International Inc., Tenneco Automotive Inc. 
and Visteon Corporation) and the Standard & Poor's 500 Composite Index assuming 
$100 invested on December 31, 2004 and the reinvestment of dividends from 
December 31, 2004 through December 31, 2009. Dura Automotive Systems Inc. 
ceased trading in 2008 and Delphi Corporation ceased trading in 2009, both 
companies have been removed from the peer group comparison. The closing price of 
AXL as of December 31, 2009 was $8.02. 
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© American Axle & Manufacturing Holdings, Inc., 2010. All rights reserved. References in this report to AAM are intended to refer collectively to 
American Axle & Manufacturing Holdings, Inc. and its U.S. and international subsidiaries. 


B) 


AAM GLOBAL MANUFACTURING, ENGINEERING AND BUSINESS LOCATIONS 


NORTH AMERICA 

Michigan 

Detroit Manufacturing 
Complex 

DieTronik 

MSP Industries 

Oxford Forge 


Technical Center 


Three Rivers 
Manufacturing Facility 


World Headquarters 


Indiana 
AccuGear, Inc. 


Fort Wayne 
Engineering Center 


New York 
Cheektowaga 
Manufacturing Facility 


Ohio 

Colfor Manufacturing 

¢ Malvern Manufacturing 
Facility 

¢ Minerva Manufacturing 
Facility 

¢ Salem Manufacturing 
Facility 


Pennsylvania 
Lancaster Manufacturing 
Facility 


Mexico 
Guanajuato Manufacturing 
Complex 


SOUTH AMERICA 


Brazil 
Araucaria Manufacturing 
Facility 


Sao Paulo Business 
Office & Engineering 
Center 


EUROPE 


England 
Spurrier Manufacturing 
Facility 


Germany 
Europe Headquarters & 
Engineering Center 


Luxembourg 
Luxembourg Business 
Office 


Poland 
Swidnica Manufacturing 
Facility 


Scotland 
Glasgow Manufacturing 
Facility 


ASIA 


China 
Asia Headquarters & 
Engineering Center 


AAM - HAAC 
Manufacturing Facility 


Changshu Manufacturing 
Facility 


Wuhu Business Office 


Thailand 
Rayong Manufacturing 
Facility 


India 
Pune Business Office & 
Engineering Center 


Pune Manufacturing 
Facility 


AAM - Sona 
Manufacturing Facility 


Japan 
Tokyo Business Office 


South Korea 
Seoul Business Office & 
Engineering Center 


